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"240" = Statement produced by the witness S. G. 
Coultis on behalf of the Royalite Oil 
Gompany Limited, Pipe Line Division, 
Showing in detail c@pital expenditures 
and operating costs required to furnish 
terminal facilities. 6427. 


N241" - Statement produced by the witness &. G. 
Coultis on behalf of the Royalite Oil 
Company Limited, Pipe Line Division, 
shoving in detail the utility plant 
necessary to service terminal facilities 
as proposed in Exhibit "240". 6444. 


eeeooeeenensnret e@ 8 @ @ 


oes 


- 


10:30 A.iie- Session. 


May 4th, 1939. ~ 6427 
MRe FRAWLUY: I am happy ts say we can resume 


our pipeline inquiry this morning and we will reoall Mr. 
Coultis. 
SAUEL COULTIS8, having been re- 

called examined by ir. Nolan said: 

@ Mr. Coultis you are under oath? 

A Yea. | 

@ This is a continuation of that phase of the inguiry's work 
known as the pipeline and has to do with what are known as 
the terminal éelivery facilities, now you have brought to 
the Commission this morning a statement, this is the state+ 
ment which you have brought? 

A Yes. 

@ And with the permission of the Commission I will have that 
marked and then we will have you deal with it. 


(DOCUMENT PRODUCED HERE LARKED AS 
EXHIBIT "240"). 


Q ‘The statement, ur. Chairman and Mir. Commissioner, Exhibit 
"240" is headed: 

"Royalite Oil Company, Limited, Pipeline Division, 
the following statements detail the capital expen- 
ditures and annual operating costs reyuired to 
furnish terminal facilities, including tankage for 
crude oil, connections and facilities fer leading 
tank cars and facilitkes and service for leading 
tank trucks. The following is drawn up on the as- 
sumption that the entire set-up is to be entirely 
new and independent of any facilities of a like 
nature that now exist at refinery points. The 
figures shown predicate that handling of 1,000 bar- 


relp and 8,000 barrels per day average in tank gars 
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"ard 100 barrels por day average in tank trucks." 
Now Mr. Coultis you have this statement in front of you, 
Exhibit "240". Under the first heading I see "terminal 
tankage", will you now explain that first item a=1l under 
the heading (1) "Terminal Tankago"? 

A This is set us with the intention of loading or handling 
a thousand barrels per day to tank coarse and the tanks re 
quired would be 3-40,000 barrel tanks. 

Yes? | 
Item 2---~ 

Q On the right-hand side of Exhibit "240" I see that there are 
two big headings "Capital Expenditures" and "annual Operat= 
ing Costs"? 

A Yese 

Q Now under “Capital Expenditures" I observe it is divided in- 
to 8,000 barrels per day in tank cars and 1,000 barrels per 
day in tank cars? 

A Yoa. 

Why was it done that way? 
fo give an idea of what the cost would be in handling the 
4ifferent volumes of oil. 

Q Yes, and then in tank trucks there is only one figure of 
100 barrels per day? 

& Yes. 

Q@ And then in the operating costs the same divisions are sar- 
ried through, namely 8,000 barrels and 1,000 barrels in tank 
Gars and 100 barrels per day for tank truck loading, that is 
right? 


& YeSoe 
Q@ <All right, then in a~l you say that for 8,000 barrels 3-40,000 


barrel tanks, there would be a capital expenditure of 120,000? 
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YOese 

Q What is a-2? 

A A~2 would be on the assumption that you would not be re- 
quired to handle more than one thousand barrels a day ana 
that is set up with 3-20,000 barrel tanks instead of 
6*40,000 barrel tanks. 

With a monthly expenditure of? 
$75,000, 

Q Now subheading (B) under “Terminal Tankage", will you ex 
plain that to the Commission please? 

A Pipeline coznections would refer to the lines which would 
be necessary in the terminal to connect from the trunkline 
headers to the different tanks and throughout that terminal 
yard, including pipes, valves and fittings of various 
neture, a total of 414,195 for that type of equipment. 

ra) Now i= it your opinion that th’s equipment Bet out under 
this first heading of “Terminal Tankage" would be necesbary 
if those facilities were being divorced from the Imperial 
O11 Rofinery yards? 

A Ido, sir. This is set cut on an entirely new.set-up. 

Q, And these pi*ces of equipment and these tanks are in your 
Opinion necessary? 

A They are, sir. 

Q Now under the heading of “Annual operating Costs" you still 
preserve this @ivision of 8,000 barrels and 1,000 barrels, 
ro you Hot? | 

A Yes, as nearly as possible. 

Q@ Perhaps you would be good enough to run through these sub- 
headings under the operating costs, first? 

A That would be the upkeep which would include repairs and 


water that would be required for fire fighting purposes and 
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= £6 & 6 


any other purposes such as supplying the small steam 
plant; for gages, assuming that we would be delivering 
oil to different refineries or through other connestions 
than to the terminal you would need three gaugers on the - 
terminal as well as possibly a floating gauger chocking 

up or taking care of deliveries to other points. 

What does a gauger do? 

He checks hourly the deliveries received from the trunk 
line and would also check all deliveries of cil from the 
terminal; the next item is for our instruments and supplies 
which are put in at $100; I think that is the very minimum 
figure. 

To go back again to the gaugers I notice there is no dif- 
ference between the 8,000 barrel operation and the 1,000 
barrel operation? 

There would be no difference. The gauging would be con- 
stantly checked regardless of whether you are taking 1,000 
or 8,000. 

Yes? 

It would be necessary to have a man on the job. 

Then the next item? 

Is depreciation and insurance. 

How is the depreciation worked out or do you know? 

IT believe that was worked out by the accounting department 
on a ten-year basis. 

Insurance? 

Insurance on the tanks wis set-up on a 80% value on the 
tanks because it is necessary to set-up an 80% value in 
order to obtain the insurances, 


Yes? 


75%, the steam plant was set-up as economically as possible 
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and then the cperating costs of the steam plant was ale- 
loeated tc the different divisions that would be in the 
terminal and 75% of those costs were charged to the 
terminal tankege. 

Now let me be Glear about the steam plant, whose steam 
plant is it? 

It would be the pipeline divison's steam plant set up for 
the purposes of this terminal connection. 

Why would there be an allocation of 75% of its operating 
costs? 

Because I consider the steam plant, one of the large 
functions of that plant would be for fire fighting pur-- 
poses and wnile the steam would not be required OORT 
case of fire, in colder whether there would be a great deal 
of steam used to heat that oil tc prevent solidifying over 
a greater part of the year. 

Why would not 100% be charged to the terminal? 

Because I would consider that some of it would be used for 
heating other units such as a small office building, pump 
house, probably stand by steam for a steam pump, assuming 
that electricity was used as the motor power, and for 
various other sources and for fire protection for the units. 
Then the next is the office and testing costs? 

Yes, 60% of that is charged to this particular unit. 
Why 60%? 

By checking carefully into it that is the best estimate that | 
E could ma ke. 


Yes? 


Proportion of supervisicn and forman's expenses $3,677. 


well what does that meam exactly, who does the supervisig , 
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who would be the supervisor? 

A in setting up an independent unit it would be necessary 
to have a foreman in charge. The sunervision would ine 
Glude part of my salary a8 well as the accountim de- 
partmert's portion and any other officers connected with 
this work. 

Q Yes? 

60% of the fire fighting depresiation; 60% depreciation 
on water, light and fuel line, 60% interes+ on the lana 
and investments and 60% of the general taxes, making a 
total of 66,757 on an 8,000 barrel set-up and $45,383 on 
a 1,000 barrel Ss 

Q Now that only deals with what we call this "Terminal Tan- 

kage"? 

LES. 

Now what is your next heading on page 2, heading noe 2? 


Tank car loading facilities. 


 & gs 


THE CHA IRMAN: rat by the way is exclusive of 

any tankage which is in use new? 

A That would not bea duplication, sir, of tho first iten, 
the terminal tankage. 

Q Last year ootediae paying 955,000 for some tanks, are they 

in here or not or is.this over and above that? 


They are in here, sir, they are in the first. 


MR. NOLAN: They are created new, are they not? 
Yes» 
MRe FRAWLEY: This would be in lieu of the rent 


of course? 


MR. NOLAN: Yes. 
Q WR. NOLAN: This is on the assumption that we are 
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completely divorced and erecting new terminal facilities 
belonging to the koyalite Oil Company? 

A YOBe 

Q All right, what is the second heading "Ta nk Car Loading 
Facilities"? 

A Tank car loading facilities set-up to handle 8,000 barrels 
per day and 1,000 barrels per day, that would consist of 
two main items, for track installation. 

What does that mean, explain that? 

A That would mean it would be necessary to approach ene of 
the railways to put ina siding a branch possibly for 8,000 
barrels on each side of the loading rack, whereas the set-up 
of 1,000 barrels.you could possibly load that 1,900 barrels 
per day off one track; that rack I understand would be in+ 
stalled by one of the railways for a certain sum of money 
and a rental then mads on that equipment annually and the 
Loading rack= would be the pipelines, loading equipment for 
handling the o11 into the tank cars, $19,500 on an 8,000 
barrel basis and $8,000 on a 1,000 barrel basin. 

Q Well then in the annual operating sgosts under that heading 
ef "Tank Car Loading Facilities"? 

4 On an 8,000 basis you would require 2 carloaders, as I as= 
sume this would be loaded over a 16 hour period, whereas 
in the thousand Pon ce that down to one man and load in 
one eight hour pericd; two car checkers, two for 8,000 and 
one for 1,000; those are men that would, whose responsibil- 
ity would be te check every car coming in for identification, 
anes for its physical condition to meet the railway regula- 
tions; depreciation anc insurance>--- 


Q Yes? 
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A Then 20% of the steam plant operating costs; 90% of 
the pump house operating costs; 30% office and test~ 
ing; propertion cf supervision and foxmants expenses; 

30% of the fire equipment; 30% of water, light fuel 
lines depreciation; 60% interest on land investment. 
Why is the pump house operating costs so high? 

A Because the pump house would be used 90% of its timo in 
transferring oil from terminal tankage to tank carse 

@ And where is this other 10% ov its time utliized? 

A Spread over the other equipment, probably transferring from 
tank to tank or to truck loading. 

@ Yes. Now the totals that appear under this column are car= 
ried cut under the heading of tank car loading and truck 
loading; under the heading of tank car loading, sub#head 
8,000 and 1,000 barrels? 

A YeSe 

Q What does tank car loading involve, Mr. Coultis, will you 
just in your own language describe to the Commission what 
that means, what is a tank car? 

A A tank car is an iron tank mounted on trucks. 

g On railway trucks? 

On railway trucks, capable, with a capacity of from 200 to 
250 barrels capacity; those tanks are either rented or 
owned outright by different companies; the customer weuld 
Srp. perdon me--+ 

Go on? 

The customer who wishes to receive oil would ship in his 
ears into the Calgary yards of the different railways and 
4+ would be up to the pipeline company to have its man 


check up those cars and see if they had arrived and were 
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proper cars for this type of petroleum product, see that 
-they were received and be inspected for defects with 
refevence to the tanks, valves and fittings as well as 
Bome of the running gear. 

a But what is the physical operation, the oil comes in 
through the pipeline and where does it go? 

A To the terminal tankage and then is elevated for the load- 
ing racks, it is pumped to the loading racks where the 
loader diverts the stream inte the particular tank or tank 
cars that he wishes to load. 

Q And what is a loading rack? 

A <& loading rack is a system of pipelines connections on an 
elevated platform, the height of the dome of the tank cars 
through which the oil is diverted to the different tanks. 


(Go to number 6486) 
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Q And the oil is pumped from the terminal tankage, is it? 
Be ees, vai. 
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And it is pumped up on to this loading rack? 

“es, into, the ears. 

From the loading rack it eomtinues to be pumped into the 
dome of the tank car? ! 

Yes, sir. 

And the car is filled and then the tank car moves along 
and another car takes its place, is that the operation? 
No, sir, the idea is to load a certain number of cars at 
one time, depending on the capacity of youwr loading rack. 
For how many cars has this loading rack been made available? 
About twelve cars for the 8,000 barrels per day, and four 
ears for. the 1,000. 

So that you need a loading rack of 12 ear lengths, is 
that right? 

Yes. 

So that they can be loaded simultaneously? 

Yes. 6 on each side of the rack. 

® on each side of the rack? 

Yes. 

Then, it is only 5 ‘ear. lengths? 

And 2 lines. 

Ane ec Lines? 

2 lines along the 8,000, and a single line for the 1,000. 
Now your third head is Truck loading facilities? 

Yeo: eir. 

Just describe that operation simply to us, will you please? 
Truek loading----- 

What are these trucks like, to begin with, what are they? 


They vary. They include every manner of truck made with 
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about every type of container ealied a tank that you 
could imagine. | 

It is whatever the man who vants to carry away his crue 
provides for that purpose? 

Exactly. 

How do those capacities vary? 

They vary from a few barrels up to, I believe, 20 barrels. 
En installing truck loading facilities I would consider 


it would be necessary to isolate that away from your other 


- equipment, on account of fire. 


Wherein is the fire hazard, in the tank car loading or 

the tank truck loading? 

More so on the tank truck loading, 

Why ? 

Because tank trucks are propelled by an engine. They might 
come in with a hot muffler. 

A hot what? | 

A hot muffler, hot exhaust pipes, which are dangerous, 

aud should that truck be loaded while the equipment is 

hot it might start 4 fire. It might start a fire in 
starting up the truck again. 

What you are saying is it should be removed away from 

the tank car loading operations? 

All other operations. 

From all other operations? 

From all other operations, yes, sir. 

What is the physical operation required to load a truck. 
What happens. Your oil goes through your pipeline into 
your terminal tankage? 

Then a pipeline, a separate pipeline would be laic to that 


location where the trucks are to be loaded. There should 
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be a receiving tank there to receive it with a 
capacity of 500 to 1,000 barrels. referably 


two small tanks. And then a power-driven pump to pump 


-$hat O11 into the tank trucks. 


You did not require a tank to load your tank cars, did 
you. It wr pumped right from the----- 

We pump directly from the terminal tankage bacause that 
13 a larger volume. 

But in this operation you require a receiving tank and 
you say preferably two 500-barrel receiving tanks to load 
those trucks? 

Yes. 

Then the oil is pumped into those two 500-barrel receiving 
tanks? 

Yes. 

Then what happens? 

Then it is pumped by an individual pump on the location 
into the truck as required. 

From these tanks? 

Yes. 

Why do you prefer two 500-barrel tanks to one 1,000? 
While you are loading from one it would be possible to 
fill up your stock in the other tank. 

Is this operation a twenty-four hour a day operation? 
Well, it would not be, if I can help it. In loading 

100 barrels every day, per day, which would be probably 
running it to quite a peak at certain témes of the year, 
I would endeavour, if possible, to load those trucks 
during the late daylight hours. 

What do you estimate would be the peak in respect to this 


truck loading? 
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A The peak of the number of trucks loaded? 

Q Yes, the peak in barrels luaded in trucks on any given fay? 
It would possibly run in peak seasons from 800 to 1,000 
barrels per day. 

Q Do I take it on the other hand there would be some days 
there would be no loading? 

A No loading whatever. 

Q Those would be the “inter days? 

A Yes. | 

Q The peak season would be the peak season we have learned 
of before? 

A Yes. 

Q Seeding? 

AB Messin. 

9 and harvesting? 

A Yess. sir. 

® What are those items under Truck Loading facilities. 
First, a 33-inch line from terminal tankage to loading tank? 

A That would be a line for conveying the oil from the 
terminal tankage to the truck loading tank. 

Q We were calling those receiving tanks. A receiving tank 
and a loading tank would be the same? 

A Would be the same thing, yes. 

Then yOu proceed with two 500-barrel tanks, which includes 
fittings, meters, valves, small lines and fittings to 
fit up the loading rack, or the 104ding facilities for 
the trucks? 
A Yes. 


Platforms and sheds, and a power-driven loading pump, 


a total of $6,645.00. Annual operating costs for eight 
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hours' operation, I loader. 
I loader. 
Just a moment. Would the operation of tank car loading 


be a twenty-four hour operation? 


No. For 8,000 they should all be loaded ina sixteen 


nour’ day. 

Does the railroad provide any personnel with these tank 
cars? 

Nos sir 

They just-provide the car? 

They do the switching, and beyond that that is all. 
therefore, you need a loader for this work of loading, 
and what are his duties, what does he do? 

He keeps his stock of oil in the tank in shape and loads 
each truck as it comes in and makes out the delivery 
ticket on that Or he collects sufficient informa- 
tion of the amount loaded to pass on to the accounting 
depar tment. 

Then the next item: is Power for Pump. 

Yés; sir, that is based on electricity. 

Then you have two items of Depreciation and Insurance? 
Les, (gir. On the equipment set up for that wrk. 
Then a further allocation of this steam plant and pump 
house operating costs? 

1% of the steam plant operating costs and 10% of pump 
house operating costs. 10% of office and testing 
costs. Proportion of supervision and foreman's expense, 
10% of fire equipment depreciation, 10% of water, light 
and fuel lines devreciation, 10% of general taxes and 


10% of interest on land investments. 
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Why do some of these items come out higher in the 1,000 
barrel operation than they do in the 8,000. Do you 

know the reason for that? 

In the 8,000--- 

I notice fire equipment, for example. It is $213.00 on 
the 8,000 barrel operation and 8236.00 on the other? 

{I cannot say, sir. I did not carry ovt that depreciation 
on that item myself. 

Well, then, turning your attention to these totals on the 
right of the second page of Exhibit "240", they are 
Simply carried through in addition, showin the capital 
expenditures and operating costs, split up into 8,000 
and 1,000, and 100 barrel operations; that is right, is 
it not? 

tee, Sits 

Then I notice these three lines written at the bottom. 
Totals. Cost of loading 8,000 barrels per day in tank 
cars. I look under tank car loeding and I see the figura 
ig .03385? 

¥Yes,.sir, on an 8,000 barrel, basis. 

ynat is that in dollars and cents? 

Met Oo. o Cents. 

4.5 cents? 

Seo cents, yes, Sir. 

Ten the cost of loading 1,000 barrels per day? 


17 cents. 

That is in both instances in tank cars? 

Yes, sir. 

Mat is the cost o* loading 1000 barrels’ per day. in 


tank cars 
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MR. FPRAWIEY: Is that 17 cents per 1,000 


barrels It cannot be 17 eents a barrel? 


MR. NOLAN: = Yes, 1% can, that is whet itis. 
Yes. 
MR. FRAWLEY: Just what the statement shows 


‘pothers me at the moment. 


MR. NOLAN: Perhaps that might have been 
expressed differently. 

What are those figures, 3.3, 17 cents and 18 cents. 

They are the cost----- 

Of loading per barrel for 8, 000 barrels: daily sboadineg. 
Mhogeyvere The costs per barrel of loading’'8,000, barrels 
per day in tank cars, and the cost per barrel of loading 
1,000 barrels per day in tank cars? 

Yes. 

And ine cost) per barrel of loading 100 barrels per ‘day 


in tank trucks? 


wes NOSIL 
MR. FRAWUEY: 18 cents? 
MR. NOLAN: 18 cents. 


On the 8,000 barrel operation, and 14S cents a barrel 

on the 1,000 barrel operation. 

THE CHAIRMAN: Is that right? 

MR. NOLAN: ibis per barre. “sir. 

Mere is a further statement, sir, which is in the course 
of being prepared and will be here any moment I thought 
it aaenid be here now. It deals with the question of 

the utility buildings necessary to service these terminal 
facilities as we propose in this first statement. It 

may be a minute or two before it gets here. It is all 


ready and on the machinc. Perhaps there might be some 
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discussion of this statement, so that no time would 


be lost. I am sure my learned friend has something to 


say about it. 


_ THE CHAIRMAN: Does it relate to this? 
MR. NOLSAN: 168 Lt does. 
TH: CHAIRMAN: . I was wondering if we should 


not, as long es it is coming right along, that examining 
counsel should not have all the statements in front of 
him before te starts. 

MR. FRAWLEY: It is a statement showing the 
capital cost of building this steam plant and So on. 

MR. NOLAN: Yes. 

THE CHATRMAN: You might find out about that 
and let us know, Mr. Nolan. 

MR. NOLAN: They promisea it would be 

here before eleven o'clock. 

THE CHAIRMAN : It is just a matter of minutes, 
and you can let us know when you are ready. I think it 
would be better to cross-examine with all the stateMents in, 
NMR. NOLAN: ABT mien \ isis 


(At this stage there was a short adjournment. ) 
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-Coultis 
Now iir. Coultis you are producing another statenent 
which consists of three pages and is entitled "koyalite 
Oil Company, Limited, Pipeline Division, Utility Plant 
Necessary to Service Terminal Facilities Proposed on 
Statement No. 1"? : 
With the permission of the Chairman that will become Ex- 
hibit "241" and will comprise the three statements. 
THE CHAIRMAN: | You are making these one Exhibit, 
are you lir. Nolan? 
MR.e NOLAN: If you please, sir, because the 


third page is simply a recapitulation of whet has gone be- 


fore. 
(STATH.ENT PRODUCED HERE L&RKUD 
EAL B IT Nea hs 

MR. NOLAN: Now tire Coultis, what is the pur- 


pose of this statement which is now being marked Exhibit 
Wee"? 

This is to show the different units necessary for operating 
the terminal, including the steam plant, pump house, office, 
testing room, and a small garage. 

Yes, showing the capital expenditure required under each 

it en? 

Yes. 

The annual operating costs and how those operatings costs 
are distributeu as has been done on Lxhibit "240"? 

Yes. 

Well now just beginning, the first is the steam plant, first 
of all with an 8,000 barrel operation? 

Yes; we would install 2-100 Horse Power boilers; they are, 
the price there is based not on the price of a new boiler 


but what we could, we believe we could obtain a good second~ 
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A 


hana boiler to serve this purpose capable of carrying a 

125, 10C pounds steam pressure, that is on the 8,000 

barrel a day basis. 

Now on a 1,000 barrels a day basis? 

Cutting it down to one boiler expecting thet the operation 
will be carried on largely during the daylight, hours. 

well then going through these items underneath the heading 
"Steam Plant", you have two boilers and then in brecketa, , one 
with reference to the 8,000 barrel operation or the 1,000 ? 
Boet 18 Light sir. 

Yes, that is §4800 and $4200? 

Water tank and feed pump for the boiler 9650 and $325; pipe 
valves and fittings %1600 and %800; foundation for build ing 
and lighting $3900, 91950; fuel, water and steam lines 

$2800 and $1900; totals $14,750 and $7,375. 

Yes? } 

Annual operating costs, three engineers, om operating three 
shifts for 8,000 tarrsls; operating two shifts with two 
engineers for 1,000; fuel and light $18,250 and $9,250; com- 
pound and other supplies 41,095 and $547.50; repairs $730 
and $265; depreciation $1475 and $737.50; insurance $185.36 
and $92.18; propartion of supervision and foreman's expenses 
$404.16 and 4302.96. 

Now your total of $29,256.02 on the 8,000 operation and 
$16,040.14 on the 1,000 barrel oneration,, and those are 
distributed in the percentages set opposite the heading of 


"Terminal Tankage", "Car Loading", "Truck Loading", "Office, 
Testing and Pump House"? 


Yes. 
And these figures of 921,942.02 and the figure of $6,85120, 


all appear cn the statement No. 1? 
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A Yes. 

@ They all appear on that other Bxhibit, Exhibit "240" which 
we put in? 

A Yes. 

Q This really is a break-down to show how these Operat ing 
costs on Exhibit "240" are arrived at? 

A Yese 

Q So that if I would look under "Terminal Tankage" on Exhibit 

"240", under the heading of Operating Gosts, I should find 

this figure in respect to the steam plant of $21,942.02? 

Yes. 

And it is there? 

Yes » 


Then the pump house? 


ep Sb ee 


The building ox an 8,000 barrel basis, #2600; of a 1,000 
varrel basis $1150; foundation $600 and $300; two motors 
3800 and %1900; two pumps »4000 and »2000; steam line, 
headers, pipes, valves and fittings, heating coils and 
lighting equipment 44500 and 42500; totals 915,200 and 

Pt OO. 

Q Then we have these operating costs again in respect of the 
pump house ard I see you have two pump men and one, the one 
is for the thousand barrel operation? 

A And two for the 8,000; supplies yé50 and 9175; repairs ¢750 

and $375; power for pump $3600 and 41800; depreciation 

1520 and #785; insurance 4113.75 and %56.87; 1% of ateam 

plant operating costs $292.56 and 4160.40; proportion of 

supervision and foman'’s expense »416-49 and $322.47. 

Then we distribute that, do we not? 
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Between the car loading and the truck loading? 
Yes. | 


In the propertion of 90% and 104? 


= S & © 


Yes. , 

Q And they figure out $10,280.52 and $1148.28 and that will 
appear on Exhibit "240" in the first statement? 

A Under the 8,000 barrel loading basis. 

Q And the corresponding figures under the 1,000 loading 

figures? 

Yes. 

That is right is it? 

Yess 


Then your office, test room and garage? 


. ££ €& 6 


Building $4800; for loading 1,000 barrels a day we just 

lump the figure of 42500 in to take care of a small build- 

inz and some testing equipment. 

Q@ You made no division of them in respect ef the 1,000 ba~rel 
operation? 

A No sir. Annual operating sosts would be two clerks for 

testers on the 8,000 barrel basis and they were wiped out 


entirely on the 1,000; believing that that could be handled 
by the main office. 

Q Yes? 
Bupplies $350; $175: depreciation $540 and $250; insurance 
$63+75 and $30; 3% of steam plant operating costs $877.68 
and $481.20; proportion of supervision and foreman's ex 
pense $147-96 and $102.70; total 45,629.39 on the 8,000 
barrel basis and $1,038.90 on the 1,000 barrel basis. 

@ And again that is distributed between terminal tankage 


60%, car loading 30% and truck loading 10% as is shown in 
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Exhibit "240"? 

Yes. 

Et has been suggested to me that we do not go into the 
items, Mr. Coultis. The next main heading is "Vater, 
light and fuel lines from source of supply to location of 
nearest units", you make no distinction between the 8, 000 
aad the 1,000 barrel operations there, do you? 

No sir. 

Why not? 

Because I Cannot do it. This whole item is a straight 
estimate because we do not know where this terminal would 
be set up and IT have assumed that 5,000 feet of 6-inch 
water main would be required and the 22-inch water main, a 
thousand feet of g-inch water main and 2,000 feet of 3-inch 
water main; the estimated cost of power and light lines and 
outside lighting, that is yard lighting, $650. 

Then you have your operating costs annually on those water, 
light and fuel lines, and you again distribute it to the 
terminal taukage,car loading and truck loading, 60, 30 and 
10%? 

Yes. 

Then you have another item of $16,730 for fire equipment? 
To cover the entire set-up, including terminal tankago, 
buildings, tank car loading, truck loading. 

Them you have your operating costs annually in that fire 
equipment item? 

Yese 


Which is @istributed for terminal tankage, car lcading and 
truck loading in the percentages of 60, 40 and 10? 


Yes. 


Then you have your main heading again of Supervision and 
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os Sp & 


Foreman's Expense? 

Yes. 

Which comes tc $6100 and is distributed this time not only 

to terminal tankage, car loading and truck loading but to 

the utility units? 

Yes. 

Land acquisition is another heading, 40 acres at a minimum 

cost of $19000? 

Yese 

Then you have the annual distribution of interest on land 

investment, again distributed to terminal taakagg, car load- 

ing and truck loading in the percentages of 60, 80 and 10? 

Yes. 

And your last heading is "Total Capital Expenditures for 

Utility Plants Necessary to Service Terminal Facilities" 

on the 8.000 operation, ¢81,280 and on the 1,000 oporation 

$63,055? 

Yese 

Now on pege 4 of Exhibit "241" there is a heading: 
WAdditional Capital Expenditures Necessary for Con= 
nectionsto Refineries, Automobile for Gauger's use 
ang Assuming that the Terminal Location is one mile 
beyond the Present bnd of the Trunk Line, there would 
be an additional cost for extending tle 4-inth and 
66-inch line"? 

Yes. 

I suppose that means what is says? 

Yes. 

Then “Cutting into main lines and making connections", you 

have an item for that "iweters. if required at cost of pipe 


Line division, Brodie 4-inch, 1,000 pound installed with 
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A 


valves and fittings $11,223? 

Yes. 

And thes you have an automobile and extension of the line, 
making a total of ¢23,087.60? 

Yes. 

Now this recapitulation simply gathers together these items 
which we have been considering, doesn't it? 

Et does sir. 

And it shows the capital expenditures necessary to provide 
these terminal facilites cn these two bases? 

Yes. 

Sub-divided into terminal tankage and car loading equipment, 
truck loading facilities, utility plants nesessary to 
service terminal facilities and additional capital expenditures 
necessary for connections tc refineries, and then the annual 
operating costs for loading 8,000 barrels, those are the 
sane figures as we find on BxhiLit "240"? 

Yes. 

With respect to per barrel por day on these different oper- 


ations of 8,000 and 1,000 barrels per day? 


Yes. 

TO tine FRA. LEY: 

Mr. Coultis, I do not know just where to begin, not having 
had this until this morning and apparently not even having 
teen ccpied by your people until this momning, it is very 
difficult to make any detailed examination of your figures 
but at the moment I am going to content myself with some 
general examination; these figures, by the way, Mr. Coultis, 
are not wholly the work of the Calgary officers of your 
company, are they? 


I prepared all the physical set-up. 
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Q What does that mean, am I wrong, my understanding was, 
and what I gathered in Toronto last tek that the Toronto 
officers either of your company or of the Imporial had 
this material before them and had passed upon it? 

A Yes, they had my original set-up. 

Q And then it was revised apparently because it has only been 
finished this morning, apparently it was revised by you 
after you had received it back from Toronto? 

A After Mr. iacleod handed it back to me. 

Yes? 
I presented my original to mr. Macleod, I woald not be 
prepared to swear what he did with it. 

Q@ Was the original which you prepared and which Mn. Macleod 
took to Torsnto, just the same sort of thing, take Lxhibit 
we40", I mean the same sort of classification, the same 
headings and the same material generally? 

A Generally, yes. 

Q You have not got here what you might call your working 
papers? 

A = have not got them here. 

Q Anyway Mr. Macleod brought it back, brought back from 
Toronto what you had given him or something else? 

A He brought back my original and some suggested thanges. 

Q Some suggested chamges am then your original and the sug- 
gested changes were incorporated inte Exhibit "240", deal- 
ing with that for the moment? 

A Yes. 

Q@ And then does the same thing apply with respect to the ux- 
mipit "e404 aldy.you give hig pomething of that sort when 
he womt to Toronto? 


A Tt was all combined generally in one statement. 
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Q 


I see, and then it was after air. iwecleod returned fron 
Toronto it was put into two statements, 240 and 241? 

Yes. 

The distributions for expenses, the percentage distribu- 
tion, did you calculate those ont or were they caloulated 
in Toronto? 

The percentage distributions were largely calculated by the 
accounting department. 

i mean here or in Toronto? 

Mir. Burns' department so far as I know, sir. 

Now have you, you are not presenting anything on behalf of 
the Imperial Oil, Limited, I take it? 

No sir, not that I know of. 

These are purely your own statements as to what this in- 
vestment would cost if the Koyalite Oil Company made it? 
They are. 

Now let me understand this, bir. Coultis, a barrel of oil 
is gathered by you or 1,000 barrels of oil are gathered by 
you in your gathering lines in Turner Valley? 

Yess 

It 18 put into your sub-storage stations, Longview or the 
other one? 

Yes« 

It is then transported by pipeline into Calgary? 

Yes. 

It goes into some tankage in the Imperial Oil's property 
at Calgary? 

In the tank located on their property, yes. 


And much of it is then put into tank cars and shipped away 


to Saskatchewan refiner 
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Yeso 

And it may be said that from the time 1+ leaves the gather= 
ing system or enters the gathering system it is a continuous 
operation until it is in tank cars and rolling on its way 
over to the Saskatchewan refinery? 

Yes, in a sense it is a continuous operation. 

268, We Can’ see in Our minds, IT’ visbalize a 1,000 bee or 
a tank car,, you say about 250 barrels? 

Yes. 

we can visualize 850 barrels of this crude oil leaving the 
Anglo-Canadian tanks in Turney Valley, entering your gather= 
ing system, going throvgh your pipeline, going into sme 
terminal storage in Calgary over on to the Imperial Oil load- 
ing rack, into these cars and off to the Brandon Refinery? 
Yes. 

A perfestly continuous operation? 

Very much so. 

But it passes through the property of two separate legal 
entities, the Royalite Oil Company and Imperial Oils Limited? 
Foro Of 20), A068 81s. 

Well I know, I am just visualizing this one car? 

Yes. | 

That I gave you the hypothetical journey cf? 

Yes ~ 

It passes through the hands of two separate legal entities 
and the charges which are made are,~ eliminating now for 

the Brien tats fact that the oi] is sold by the Anglo to 

the Imperial and then bought back et Calgary? 

Yes. 

I presume for the sake of this examination we can assume 


that the Anglo gave the oil to yeu to get to Calgary, and 
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then get it off to the Brandon Rhefinery, it would be the 
Bame thing? 

Yes largely. 

Now if we assume that sort of operation, the Anglo-Canadian 
pays you 15 cents to get it to Calgary? 

Yea. 

And they pay the Imperial Oil Limited 5 cents to DG 180) 
the tank cars to send it to Brandon? - 

I believe that is the charge. 

And then as soon as this set-up is put in force which you 
have outlined to the Commission today, as soon as that hes 
been done, the Anglo=Ganadian will pay you the 15 cents or 
such greater or lesser sum as this Commission recommends 
and the Public Utility Board puts inte effect, X cents we 
will pay, well we will use 15 cents, they pay you 15 cents 
and then they will pay you 13% cents to send that off to 
Brandon, it is a horse-back figure of course, but you Say 
they would pay 17 cents on a 1,000 barrels a day operation 
and they would pay 3 cents on an 8,000 barrels a day oper- 
ation? 

Yes. 

But we have in the record here that the Anglo-Canadian may 
be shipping out of Turner Valley this summer 2500 harvels 

a day, we do not know, but let us assume they will, if they 
were shipping £2500 barrels a day out of Turner Val ley, work- 
ing it out just very roughly from the 18, from the 17 down 
to the 3, it would run, it would work out at perhaps 13% 
cents.e It is not fair to say definitely it would be that, 
you would have to make a fresh calculation on the 25C0 


barrels? 


Tt would work out at some figure between the 17 and 3.3. 
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Now Mr. Morrison has worked it out very roughly and he 

tells me it would be about 134 acents, so that the sit- 
uation would be that they would pay you almost as much to 
take it out of the terminal storage and put it into the 

tank car as they would pay for you tn gather it up from 
their field wells and transport it the 3L miles tc Calgary, 
that is the result of those figures is it not? 

Yess 

And those figures are submitted Ly you, are they submitted 
by you as to what should be the practical delivery, what 
should be the situation in effect at this Caigary end, or 
purely an answer to the Commission's question, regardless 

of where it works out in a practical way or not? 

Well it means this to me, Mr. Frawley, that in order to go 
On a new piece of ground and set up a complete plant as 
itemized here to handle all that service, if you minimize 
it to these figures of 8,000 barrels per day and 1,000 bar- 
rels per day, I can say that the physical assets there and 
the operating of them, regardless of what they appear in 
dollars and cents, appear to me to be necessary to carry on , 
that work in a safe and satisfactory manner. 

Yes, ~ am accepting that and I am accepting that there is 

no quarrel to be taken, there might be much exception taken 
Lut I am not at the moment directing my mind to that, I am 
assuming you would require all of these assets and that the 
cost would be, the capital costs and the operating costs 
would be just as you set them down, assuming that, that means 
then you would have to charge the Anglo-CGanadian Company 133 
cents to load those cars? 

Tt appears so, sir, on that small quantity. 


Yes, LI just want to be quite certain; now Il am just suggesting 
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to you why in the world should there be any interruption 
of the present situation whereby the Imperial Dil, Limited 
is performing this function and making a charge? 

Well I do not know, sir, why: 

Q And you have not come prepared, you are not an officer of 
that Company, you have not some prepared and Mr. Nolan 
will tell us about that and make his submissions but at the 
moment I do not want to be argumentative about it? 

A No» | 

Q I just want to be clear with you as the witness, you are 
not offering any reason why the present situation should 
not continue whereby the Imperial O11, which is as mucha 
public utility for the moment as the Royalite O11 Company 


with *Yegard to the handling of petroleum--~ 


MR. NOLAN: Mir. Chairman, I don't agree with that 
at all. 
Q MWR. FRAWLEY: Perhaps I should not askiir. Coultis 


to agree with that at all but we certainly have got to 
direct our minds to that in the interim report of this Com 
mission; anyway Mr. Goultis I just wané to leave it with 
you, so far as you are concerned at this time that sofar as 
you know, the Imperial Oil, Limited, and I feel 1 must 
direct this question to either ir. Coultis or Mr. Nolan, 
the Imperial Oil, Limited, is not coming in to say what the 
capital investment in the loading facilities there is or 
what the operating costs sre, so far as you know they are 
not prepared here today tc do that? 
A T do not know, sir, 
THE CHAIRMAN: It i138 not being done through this 


witness. 
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Q MR. FRAWLEY: Certainly not through thi8 wit- 
ness? 
A No. 


Q And I do not know, I think iir. Monre should be here at 
2 O'clock and we can ask him about it; I am sure Mr. 
Nolan will have him here if we ask him to do that, 80 
that if you are to do a job, if you are to make the dex 
liveries, if you are to do the job that iir. Moore is now 
doing; that is a fair way to put if is it not, if you are 
to do the job that Mr. Moore is now doing you will have 
to have frem the Anglo perhaps 13% cents and Mr. Moore is 
charging 5 cents? 

A If I am to do the job that iir. Moore is doingant you are going 
to limit me to these two volumes to be handled per day then--~ 


Q Cf course I don't want to be critical, you have limited 


yourself? 

a Yeu. 

Q Iam simply asking you and I am not being quarrelsome, you 
had to do it in some way, of course you could have done it 
in a whole series of statements, delivering 8,000 and then 
coming down in 500 barrel jumps te 100 barrels? 

A YeSeo 

Q I am not blaming you for not doing that Sut if you are to 
do the job that Mr- Moore is now doing, I will put it that 
way, he is now doing a certain job, be it whatever barrels 

~ do not know, but if you are to do the jod that Mr. Moore 

is now doing and I cannot limit myself to the size of the 
operation because I would suppose you would know as much at 

Least as to what Mr. Moore is doing as 1 would and provably 

more, but just taking it from what Mr. Moore did last year 


or perhaps what he ig doing now because it is getting sn to 
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the busy season, and eliminating the loading which he is 
doing for his own company, no, ineluding that, Wr. Moore 
1s loading a great deal for the Regina Revinery of the 
Lope rral OL 7 

Yes. 

And I understand the evidence is here that he is charging 
the Regina Refinery or making a book entry of some sort, 
there is a charge being made of 5 cents? 


IT understand so. 


(Go to number 6459) 
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He is also doing a similar job for the Anglo-Canadian, 
moving oil to Brandon for them and he is eharging them 
5S cents? 
1SS's 
I do not know in what quantities, have you any idea what 
quantities he is loading? 
I do not know this week. 
This week? 
No. 
But in any recent period? Last week or any time you know 
of Mr. Goultis? 
The movement is only commencing and it was very small, I 
believe, last week. 
It is beginning to increase now? 
Yes. 
Do you think it is as much as 1000 barrels a day for Anglo? 
I believe it would be slightly under that yes. 
Of course, you do not meen 1000 barrels for this man? 
You mean lumping the cer loading in the dey to whatever 
consignees you may have? 
For what parties he is shipping that? 
No, but in your set-up of this 8C00 barrels a day, you 
mean 8000 barrels to be loaded to. whomever may want it? 
Yes. 
Do you know how many cars Mr. Moore is now shipping out 
of there per day? 
I do not know. 
ould it be nearer the 8000 or the 1000% 
I believe it would be between the two. 
Perhaps Mr. Moore is shipping out 5000 barrels per day to 
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A Yes. 

Go . If he were shipping about 5000 barrels a day he is charging, 
for whomever he ships, the 1.0. at Regina, or the Bese, - 
I do not know whether they are doing their own - but for whom 
ever he is doing it he is chirging them 5 cents? 

F: Yes. 

If he is shipping 5000 barrels a day he would have to charge 


£> 


them about 9 cents on the basis of your set-up, or you would 
have to if you were there to-day? 

A Yes. 

Q Just suddenly to-day with this plant, you would have to 
charge them about 9 cents on this very rough calculation 
that I have worked out? 

4 Presumably somewhere in that neighbourhood. 

Q Ale @iehnt., So much for thst. Now, Mr. Goultis, you can 
understend I have to defer any detviled critical examin- 
ation of these figures? 

4 Yes sir. 

Q But jee ask you a question on that statement you left 
with us just as a rough guide for this evidence. How 
many thousand barrels of storage are reesonably required 
to supply adequate delivery racilities? 

& 40,000 is the answer I believe on this sheet. 

Tha t scems to be alternative. ishich are you looking at 
now, Mr.Coultis? 

A Hxhibtt "<40!. 

Gq TH CHAIRMAN: Terminal storege? 

A Terminal. Three 40s. 

Q MR. FR “LEY: In other words, you have 
given the 8,000 then as your answer to the question? 


And you have simply added the 1,000 just for some sort of 
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comparison purposes. Now the question I amasking you is 
hew many thousand barrels of storage are in fact reasonably 
required to supply adequate delivery facilities, in your 
judgment? 

A On an 8,000 barrel basis, daily basis, three 40-58. 

q That is if, you see. I am asking you as, perhaps, the 
man who should know nost and the Commission wants to know 
how many thousands of barrels of storage are reasonably 
required,of terminal storige, are reasonably required 
to supply adequate delivery facilitiess Now you have in 
mind moving so and so, but this is another subject. How 
many thousand barrels are required? Kever mind whet you 
have done here? 

4 20 carry on 8,000 barrels daily..... 
Is 8,000 the figure? Suppose ve had no figure at all, 
and we asked you the question last month how many thousand 
barrels of storage, I do not mean tank cars, but how many 
thousand barrels of storage are reasonably required to be 


used incidentel with adequate delivery facilities? 


B LoGs 

q 12M is your answer? 

v) Yes. 

Q 120,600 barrels? In other words - yl.00 a barrel it is the 
same figure? 

A Yes. 

¢; So 120,000 barrels is your answer to that question? 

A Yes. 

) That is your best judgment as to what is required down there 
now? 

4 Yes sir. 


a Why do you say that, lr. Coultis? 
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I originally gave the Commission three 80-s. At that 

time I assumed I would handle all the oil. 

Yes? 

Since that time it has been decided tu deliver this oil 
where possible, or there is a@ possibility we will iave 

to do that, deliver the oil to the different refineries 
direct. Therefore, I have cut this tankage dewn consid- 
erably. 

Yes. Now then, you have in mind, therefore, only operating 
terminal stozage facilities for the purpose of making 
deliveries to tank cars and tenk trucks? 

Tank cars and sone trucks, and also some storage to take 
care of an emergency. 

That simplifies it considersbly. You are not having in 
mind operating any terminal storage for the refineries, 

the Calgary refineries? 

No sir. 

TAS cilwOsy Ors the BwAie, ofthe Lion? 

No sir, only in the case of emergency. In case they should 
have a fire. 

But you could look after that through Turner Valley couldn't 
you? | 

We would possibly not. 

Possibly not what? 

There would be times when it would be neceSsary probably 

to, bring part of that oil in here. 

Tet is an operating matter, but ordinarily would you 

think Turner Valley storaze should be able to look after 
that, even in an emergency? 

Not in the peak season. 


If the emergency came in the emergency season, it might 
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add one emergency on to another, and you might have to 
bring some into Calgary’ 

Yes. 

In any event, you are only providing in this set-up for 
constructing and operating terminal storage necessarily 
incidental to making deliveries into tank cars and tank 
trucks? 

That is right. 

Wevearenclearry about this. It is only what is necessar ily 
incidental to delivering to ténk cars and tank trucks? 
Yes. 

there is no warehousing for the British American or ware- 
housing fur the Imperial or warehousing for the Lion or 
anybody else? 

Wot contemplated in that figure. 

You say you have to opera te 120,900 barrels of storage to 
make delivery, this is the cerrier making @éliveries to 
tank ears and tenk trucks. Does thst include what the 
imperjal-serids over to Regina? 

No sir. That is assuming thet each refiner would ship 
‘his own stuff. 

So that this is only ts make deliveries to refineries 
opereting in, largely in Saskatchewen aren't they’ And 
some smell ones in Alberta? 

Any independent refineries that do not own their own 
Ship,ing facilities here. 

To be practicsl ahout it though, a great majority ef 

it does go to the Saskatchevan refineriest 

I believe so. 

So f:r as the tank car movement is concerned‘? 


Yes. 
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Do you know what this movement amounted to last year? 

ireo no't ‘offhand, sir. 

vnhatever movements there were were handled by Imperial 

Oil of sourse?. 

Yes, largely. 

But you have had that in mind, that movement to the Sask- 
atchewan refineries principally? You have that in mind 

in erecting this 120,000 storage? 

Thad, sir. I also have in mind that this 8,000.barrels 

a day shipment may he very heavy in two seasons of the 
year when this tankage would be required. 

It flattens out to an all year average of 8,000% 

it does, yes sir. 

The movement you have in mind? 

nat is’ the yearly average of both the 8,000 and the 1,000. 
Now before I leave that though, let us clear up what the 
Situation is in regard to*deliveries to refineries. I 

do not think there is anything more except of a detailed 
nature to ask you about with regard to the deliveries tu 
tank cars and tank trucks. 

THE CHAIRMAN: Just before you leave that. 
Mr. Coultis says that he needs three 40-s, I take it 
120,000 barrels. ‘hat have you got now? 

Two 80-s and a 40, Sir. 

Two 80-—s and one 40? ‘So you have under your present rental 
scheme, you have more than you need? 

If each refiner took his oil to his own refinery. 

On the assumption you made, of course, that they would? 
Yes. 

THS CHAIRMAN: He said what he required and 


I just wanted to know what he had, to put it on the recard 
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at the same point. We have heard it before. 

MR. FRLWLEY: Thank you, Mr. Ghairman. 

q Can you give me any idea as to the volume of oil that 
would be delivered to tank cars in the year 1939, say? 

A No, I do not believe I can. 

Q You did not do any of thet work last year? 

A Noe 

q Mr. iioore will have to tell us that? 

A Yes. 

Q And to tank tracks, he can easily tell us that? It wes 
very little and perhaps none? 

A There was practiczlly none last yeer. 

Q The other questions on this sheet you have endeavoured to 
answer them in these larger statements? 

& Yes sir. 

Q And perhaps it is fair to say we have not got to pay a 
great deal of attention to your 1,000 barrel a day 

figure, or am I confused about that? You say you want 
120,000 of storege? 

b Pee. 

Q And then the manner in which it is going to be taken out 
of that storage is the next important item, of course, 
and the spzwd at which it is going to be taken out? 

A Yes. 


Q If it is taken out at the rate of 8,000 barrels per day 
the operating charges are one thing, and if it is to be 
used at the rate of 1,000 barrels a day the operating 
charges will be something else. 

y.) Yes, it means a larger set-up. 

€ Then we will leave that. ‘hat is the situation “iith 


regard to the refinery? ‘‘ould you make a simple statement 
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about tht, Mr. Coultis, so that I for one will finally 
understand what you regard is the situation. tir t is 

your statement to this Commission as to whet should be 

the situation with regard tu the Imperial, the British 
American and the Lion? 

There are two ways of handling that, sir. iverything 

going to terminal tankage and then re-distributing. 

Yes? 

Or going direct to the refineries located in Calgary. 

By service lines? 

Yes. 

Which is the one. ‘shich one of them is the one that commends 
itself to you, I presume, as the sensible way of dealing 
with it? 

Yell I assume from the information brought out threugh 

this Commission hearing, it is the desire of the refineries 
to take their oil directly to their plant. 

Cannot we pretty well abandon any other idea. The British 
American has assisted us in coming to a Gonelusion. They 
have asked for and obtained a pipe line connection? 

Yes. 

So they apparently desire to take the oil direct from your 
trunk line to their refinery? 

Yes. 
And we have Mr. Plotkins storming at the gate for a similar 
connect ion? 

Yes. 

So can we assume there is going to be no taking it to the 
terminel storage, as you say, and redistributing it, because 
that would means pretty big investment? 


I believe that is the way it will be handled eventually, 
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the way we are outlining it. 
By service lines direct to the refineries? 
Yes. 
MR. NOLAN: I would not like Mm. Coultis 
to become involved in expressing the views of the BeA., or 
of Mr. Plotkins, whv, if my memoery serves me, have slightly 
different ideas as tu the necessity of terminal storage, 
even if they ago take the oil direct from the pipe Line. 
MR. FRA'EUY: Quite so. At the moment I 
want Mr. Coultis, for whom I have great respect, 
MR. WOLAN: J am sure it is mutual. 
Wie TRE GSY: I trust it is. I can probably 
say more for Mr.Coultis in that respect than for you? 
kt is dangerous. 
Now, Mr.Coultis, the way that the B.A., are taking it. now, 
that seems to be the sensible way in which they should be 
served? 
welt it Te apparently the vay in which they wish to take its 
Ve ean add that to it without becoming too involved. Now 
who should build these lines in your humble submission? 
I cénnot change my opinion. 
Wheat? is it? 
From the expression I have already made. 
Unless you have come to a better one?’ 
Noweir, 1 have not. Ll think thet is still good. "fhe 
refiner builds his own Lines to the trunk line. 
He comes to you? 


Yes. 


dnd if he is a couple of miles away he will come ata little 
more expense than if he was 1000 feet avay? 


Yes. 
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G. Coultis. 


But he comes in any event? 

Yes. 

And you break your line at the most convenient point to 
build the service line over to his refinery? 

Yes, 

If that is so he could come fiom Red Deer with a service 
tine if he likes? He is coming at his own expense? 

Ye Ss 

In that statement are you bothered about how far the pipe 
line operator should go? I presume if a refinery was only 
100 feet away you might not hesitate so long as to whether 
you should put that short service line over? 

No, but I would want to play fair with the other fellow. 
So he would build his too. 

You bet. So we have a principle. I only mentioned that 
to make it clear. You look at the matter on the ground 

of principle, and you say he will come to this trunk line 
from whatever distance it is? 

Less 

At his own expense? 

Yes, regardless. 

That being so the pipe line rate, whatever it is, is just 
te: wet the ol? , But perhaps there, is,.a, difference theres 
Leshould put that in the form of a question. .iwe have your 
Company connected both by service line anda your trunk 
Eine to their refinery: 


Yas. 


In your submission wheat should the rate that they pay cover? 


What service or services should the rate which they pay 


cover? 


With reference to these branch lines: 
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That is what I am thinking of? 

I think, Sir, that would be governed by the number of 
barrels he would expect to take through that line, and 
the length of his line. 

Well. You would think there tie distance away from the 
trunk line does make a difference? 

Eeathink so 

You do not think it makes any difference whether he 
should pay for the line or in the capital investment, 

but you think it dnes make a difference when you come to 
service that refinery? 

Yes. 

First, of all, should he pay one rate or two rates in 

your subnission? 

Possibly one rate would handie it within a given distsence. 
If he was not too far away from your trunk line you would 
he. prepared to gather, transport by trunk line and transport 
by service line, all for the one charge? 

LT would not Like to make a definite answer on thet; Sir. 
But it would look ressonable if he was located near the 
line and handled a sufficient volume to pay for the 
additional service. 

Suppose, Mr.Coultis, to make it clear ttt the rate is as 
we say "xX" cents, that takes it to the terminus of the 
pipe line? 

Yes. 


At the moment that happens to be the Imperial refinery? 


Yes. 


How many miles is that from the commencement of your trunk 
line, about 30 miles? 


40 miles. 
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It is 30 miles to the Imperial Refinery, to the terminus? 
TO6s% | 

I do not know just where Mr. Harvic's service line comes 
off, but assuming it is not any more than 30 miles from 

tne Turner Valley end of the trunk line, I suppose you 
would be just as willing to send oil to Mr. Harvie's 
refinery if it was not any more than 50 miles, as to the 
Imperial Refinery at the end of the line? 

I think that is reasonable, if he intends to take sufficient 
Onl to: juBetTey its 

Apart from that at the moment. ‘jill you say subject to that 
you think that would be a fair statement to make, subject 
to the quantity? 

I think reasonably so. 

Now let us go on. Let us say Mz. Munro would come to.your, 
trunk line and he is, we will say, three times the distance 
avay that Mrs Harvie is. He is about three or four times? 
Yes. 

Suppose he is four times as faras Mr. Harvie, but he still 
comes and builds a service line to your trunk line, and you, 
we will say, give hima connection. ‘hat is the situation 
there?’ * You do not think you should be expected to send oil 
from the end of your trunk line to Mr. Munro's refinery 

for the same "X" cents you would ehar:e Mr. Harvie or the 
Imperial Oil? 

I would think there should be an erea limiting that, other- 
wise the man in Red Deer, as you suggested, might also 

ask for a service line there. 

The answer is there should be a zone around the Calgary 
terminus of your pipe line, within which zone you would 


make deliveries at the same price as you would send it 
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through to the terminal. 

4 Vell I think something would be worked out on thet basis, 
because it is necessary to send gaugers to visit every 
location where oil is being Gelivered. That is mileage 
and transportation, and that is sending up your men there 


and considers ble lost time. 


cD) 


Assuming there would be some - assuming a reaSonable zone 
could be set up within that zone there should be also 
assuming they have built their service lines to your 

Pipe line{er your trunk line,,; then the. rate.in your 

view should be the same whether it is to these refineries 
or to your own terminal. 
A I think something on that line sould be worked out. 
Q Now we have your terminal at the Calgery end, and we have 
separate from that the Imperial Refinery? 
Yes. 
At some distance in any event? 


Yes. 


yy & ££ -& 


Whe t is the situation there?. Would you-be content to 
deliver oil into the Imperial Refinery tanks at the same 
rate as to the Britis American Refinery tanks for instance? 
A Providing he laid his lines to the terminal. 
Or put in a connection to your trunk line, whichever 
seemed to be the more convenient? 
A Yes. 
Q If we regarded ell of the refineries as connected with 
your truhk line by service lines, it would simplify the 
matter would it not? #ven the Imperial. If we thought 
of the Imperial Refinery as being connected to your trunk 
lines with a service Line rather than connected to your 


terminal, don't you think it would helxy simplify the issue 
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S.GeCoultis. 
for us? Then they would bs all the same? 

b It would not make very much difference, not at the 
present time. 

a Practically the way it séts at the moment? 
Because it is his trouble to get that out of those tanks. 
PCO NOt Emp 2) bo. him. 

Q And that being so the only function of your terminal 
storage would be, as you explained a moment ago to the 


Chairman, the only function of that terminal storage is 


to supply tank trucks and tank ears, and nothing more? 


bs YeSe 
TH! GHAIRMAT: And the occasional emergency? 
MR. FRALEY: An occasional emergency. 
THe CoA ITRMAN: For which he presently has 


more tankage than he requires. 

Mike FRA VLEY: Yoo ;. that 1s Soe) (ela 

think I shall have to leave any further examin:tion of 

Mr. Coultis now, and I would ask Mr. Nolan to have Mr. 

Moore, the superintendent of the Calgary Refinery, here 
this afternoon at 4 o'clock. ‘ 
2 Yes. Welt iv think werwill 
THE CHAIRMAN: 

notisetart agains Mrs Goultis, sor ‘eourse, ‘will be” back? 


MR. FRAVLiY: Oh yes, at 2 o'clock. 
(At this stage the Hearing was adjourned until 2 P.M.) 
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SAMUEL COULTIS, having been reoalle ad: 
MR. FRAWIEY: Bil richt, Mr. Plothins. 
TO MR. PLOTKINS: Mr. Coultis, I notice by a 
casual Wren netien of the statement that your company 
has not provided for the risk of the movement of oil 
suddenly esas ing from Turner Valley, as we have been 
given to understand in the earlier testimony that such 
might be the case, and that you have asked the Gommission 
to take into consideration whcn they come to setting the 
pipeline rate, you have given us here a basis, on a 
10-year basis amortization? . 
Yes. 
Well, why has not that angle been considered? 
We simply took the figure of 10% pending some decision 
as to what amortization it should be, simply for setting 
up these rough figures. 
Yes, but if these tanks and this steam plant, they would 
be of very little use to you if you didn't have any oil 
coming into the terminal to be distributed? 
No, I don't think so, I don't think there would be much 
sale for them. 
Not much sale for that equipment? 
No. 
So it must be an oversight on the part of your company? 
Oh, possibly, I just made up these figures to meet the 
present situation. 
But you really didn't take it seriously? 
Oh, yes. 
You took it seriously but you overlooked a very important 


aspect? 
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No doubt. 

In making up these statements you no doubt consulted 
the records of your company to find what had been the 
average movement of tank cars in the past? 

Not a great deal, Mr. Plotkins, because I was asked to 
set up these figures to meet a definite situation and 
that is what I strove to do. 

But you were asked to submit figures which would fit an 
actual situation? 

Yes. 

Well, what is the actual situation, what was the tank 
car loading? 

We figure it will be somewhere between 8,000 and 2,000 
barrels and we gave the two figures. 

Oh, I see that, that is self-evident from the statement? 
Yes. 

But I mean what has been the movement, so that we can get 
some figure that will be actual for this Commission 

to consider. 

Im tank: cans p ‘sir? 

In tank cars. 

I have not that figure in my head. 


No, but did you consult the records of your company? 


, 
No. 
You just took a hypothetical figure? 

Yes. 

Would it not have occurred to you as a practical man 
that first you must know what you had to move? 

Yes, 

Thy would you not take that ordinary stop to ascertain 
what had been moved? 


I took the maximum of 8,000 barrels per day, sir, and 
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set up the 1,000 barrel figure in case the picture 
changed downward. 

Then we are to assume that 8,000 barrels has been your 
average handling and loading of tank cars? 

You can assume, Sir, that 8,000 barrels is the top 
figure that,»I figured -on. 

Not having in mind what the actual movements were? 

Not other than that. 

Now, if you have not taken into consideration a sudéen 
stoppage of oil, or the gradual stoppage over a period, 
it may be two years or three years, why have you not 
taken depreciation on these big tanks at a longer period 
then 10 years? 

We took an, artificial figure of 10 years,in order to set 
up this calculation. 

Then is it fair to say that you have visualized a centre 
or a terminal that wuld endure for quite a long time 
irrespective of whether the oil came from Turner Valley 
or from any other field in the immediate vicinity, in 
the Foothills? 

Yes. 

So that this terminal may be considered as a permanent 
asset? 

Yes. 

Now, as a permanent asset you have had quite a bit of 
experience with large tanks, you can visualize an 80,000 
or a 40,000 barrel tank, and they sre made of quite heavy 
steel, you have most likely seen tanks in the service 

of your company for 20 years, 30 years? 

I cannot say as to that, Sir. I have not the age of the 


aifferent tanks in the company's servico. 
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You have seen the tanks in the refinery yards at 
Calgary? 
Oh, yes. 
40,000 and 80,000? 
Yes, 
How long have they been there? 
Some of them since the refinery was built. 
That is quite a long while ago? 
Quite a while. 
Have you had occasion to examine them in the last year 
or so? 
No, sir, I have not, other than the three tanks. 
Other than which? 
Other than the three tanks we use. 
Other than the three tanks you &re using? 
Yes. 
These tanks you are using now, how old are they? 
I eannot remember, Sir; I think that was given at one 
time. 
MR. FRAWLEY: It is in the evidence. 
WITNESS : LH cenno t say ,) Sir. 
MR. PLOTKINS: 4g an engineer, without going 
into the actual tanks, you know pretty well the aie 
struction of these tanks? 
Yes. 
Would you say that 10 years would be a reasonable time 
to depreciate them? 
I have never seen the bottoms of them, I don't know. 
You have never seen the bottoms of them? 
No. 
Would you consider Turner Valley crude very corrosive to 
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store? 
A Reasonably so, Sir. 
Q Reasonably so? 
A Yes. 
Q Well, I will leave that, but it is normally the practice 


- 2 SS oe CS 


in the business to depreciate big tanks in 20 years, 
you know that, do you? 

No, I do not know, I just took this figure. 

If you were to locate this terminal at various éites 
which appear available in the City here, close to the 
Imperial Oil and to the railway, on the Heights, 
would it not be possible to dispense with a great deal 
of this investment in steam plants, pumps, etc.? 

I do not see where it would effect the steam plant in 
the least. 

Well, in connection with pumps, you intend to run your 
pumps with electricity? 

Pweojoir. 

Would it not dispense with this equipment? 

What equipment? 

The pumping equipment? 

It might not. 

It might not? 

No, depending on how much oil you want to deliver 
through your line. 

Well, have you’ ever been at Cutbank at the loading 
racks which were used for loading Imperial Oil cars? 
At Cutbank? 

Yes? 

Ne, Sir: 

There the tanks are located on a height and a large 


pipe and there is no pumping equipment, it comes down 
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by gravity, and you know a 3-inch line will deliver 


125 or 150 gallons a minute by ordinary gravity? 


A Yes. 

Q With any big head? 

A Yes. 

Q So it is quite practical---- 
THE CHATRMAN: Now, let him answer these 
questions; you see, these statements are of no valuc 
to us in the wrld unless you get the witness to agree 
to them or you go in yourself and swear to them, but 
right now you are just going ahead talking. 

Q MR. PLOTKINS: Tt is possible with a com- 


paratively small pipe to load by gravity if the heighth 
is reasonable? 

A Oh, yes, yes, if you can get a head. 
And under them conditions it would be a question of 
controlling the outlet, everything would come down by 
gravity? 

A Yes, if you had sufficient heighth. 
The same for truck loading, you could have a line going 


to the truck loading rack if gravity were available? 


A Yes,if you could maintain that ideal situation with 
reference to your railway. 
Q Under the conditions that you described this morning, 


namely, where each refinery would have its own delivery 
line, the Royalite would be confined, insofar as 
loading tank cars, practically to its own business, 

is that correct; in other words, if the British American,. 
which has now a direct connection,, were loading its own 


tank cars which it would do, would you agree with that, 
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that it is going to load its own tank cars? 

Well, they have not advised me so yet. I assume they 
possibly will. 

With a 5 cent per barrel charge, you will naturally 
assume they are going to do their own loading? 

Pe ean VO sr. 1S to assume 1t. 

Will you assume that they are going to load their own 
tanks, and the Lion Refinery will do the same, I can 
speak for them, and we will assume that they are going 
to do the same? 

Exactly. 

That would leave the Royali te loading only for its own 
refineries and any other independent producers in the 
field that might want tank cars loaded, would that be 
correct? 

Not for the Royalite's own refinery, you mean the 
Royalite's customers? 

What would be left if the refincries in Calgary took 
care of their own refineries? 

Well, the B. A., and Imperial and your own? 

Yes? 

There would be the other customers who desired crude 
Oil by tank car. 

There would be the other refineries other than the 
Imperial Refinery? 

Yes, that is what I assume. 

At the presnont time you have how many? 

Three or four. 

So that these facilities which we are now discussing 
would be in the main to take care of the Imperial Oil 


requirements? 
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No, not necessarily. 

Well, how much movement would you mnsider these three 
or four independents that would want their tank cars 
loaded would amount to in comparison to your own? 

I do not know how many will require oil, three or four 
required it last year, and you are the only man that 
has informed me that you interd to do your own tank car 
Shipping. 

Can you tell us how much crude you did load for other 
companies outside of these three refineries last year? 
No, Sit, I°Go not have those figures here. 

Assuming that it is 1,000 barrels, would that be a high 
figure? 

I don't think so. 

You don't think so? 

No. 

And what are the requirements of the Imperial Oil for 
its Regina refinery, do you know? 

I will have to leave Mr. Moore to answer that. 

All right, we will not go into that. 

MR. FRAWLEY: I was going to say, Mr. 
Plotkins, Mr. Moore is here and he can tell you that. 
MR. PLOTKINS: Very woll, we will leave that. 
MR. PLOTKIN: Under your arrangement, in 
the statement, in your estimate there is a cost of 

17 cents per barrel to load trucks, is that correct? 
at the rate of 100 barrels per day. 

Yes, that is correct? 

Yes. 

Would you believe that you will get much truck loading 


at that figure? 
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A I do not know. 

Q Would it be right to say that that figure will 
discourage all truck loading at the terminal of the 
pipeline? 

It probably would, if there is no more busirmss than 
100 barrels per day. 

Q So that for all practical purposes the small independent 
that wanted his oil in truck loads would not be able to 
get it through that channel? 

A No, I would not say he would not be able to get it. 

Q Well, you have just told us that it would not be, you 
would not expect any business because of the high cost; 
well, now, if it costs too much you will have to forget 
about getting it, would it not be reasonable to assume 
that? 

A Well, you might. The figures are not set up for that 
purpose though. 

Q) Well, now on Exhibit "240" on the second page, I notice 
under Item 2 "Tank Car loading facilities", "Spur Track 
Installation, estimate", 12 cars, $15,000.00; 4 cars, 
$5,000.00, how are those figures arrived at? 

A Thos e were estimates. 

Q Yell, by whom? 

A By myself. 

Q You have had some experience in connection with spur 


tracks----- 


THE CHAIRMAN: Just where are you reading at, 


Mr. Plotkins? 


MR. PLOTKINS: From Exhibit "240" at the top 


of page 2, item No. &. 
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MR. FRAWLEY: It should be amplified there 
Slightly by the addition of a few words, it is intended 
to state, Mr. Coultis, that those figures would provide 


Spur tracks which would load those number of cars? 


Yes. 

MR. FRAYIEY: 4 cars, and what is the other 
number? 

MR. PLOTKINS: l2 cars. 

WITNESS: It would give you a spur 


track or siding into some location and give you the 
necessary track at your loading rack. 

MR. PLOTKINS: Does this provide for a 
SpureGe ly Surtictent to handlic four, or. dive cars for 
$5,000.00? 

That is what I estimated it would be. 

It doesn't provide for any long branch line? 

No, you see that is very carefully marked "Estimate", 
marked for anyone who wishes to read it, there are no 
figures to back this up. I hed no idea where this 
tankage would be situated; therefore, I was not ina 
position to go to the railway company and ask them to 
work it out or help me to work it out on any footage 
basis because I am not sure; that is an estimate of what 
may be required. 

So you do not have any definite number of feet of 
siding in mind? 

No, I do not, Sir, I do not know where this location 
will be. 

Yell, for your information, and it may clarify it in 
your own mind, to give me a reasonable answer, the Lion 


Refinery has a 6 car siding that cost $940.00, and it 
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had half the gravel and half the ties left, - I will 
not go into explanations why, but that is the situation, - 


so I am going to ask you to investigate----- 


THE CH. IRMAN: First, you assume that to be 
the fact? 
MR. PLOTKINS: Yes, assuming that to be the 
fact. 
THE CiATRMAN: Then what? 

Q MR. PLOTKINS: Would you still say that a 


4-car loading, a 4-car spur track would cost anywhere 
near $5,000.00? 

A No, Sir, I would not say it would cost any particular sw; 
I would say that it could cost $5,000.00; your refinery 
is on the mainline of the C. =. R., and your siding is 
very short. 

0 All right, are some of these others estimated in the 
same manner? 

A If they are they are indicated so. 

How do you arrive at the figure of .03385 as to the 
eost of loading a barrel of oil into a tank car, what 
does that represent? 

A That represents the cost based on the above figures. 

Does that take into consideration a portion of the cost 
of putting the tanks, the terminal tankage, and amortizing 
it and protecting it with fire-fighting equipment and 
insurance and so forth? 


A Yes. 


SD 


So that in considering the rate, the base-rate for the 
pipeline charges to be made to refineries, part of this 


terminal storage should be borne by the loading department, 
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tank car loading department, is that correct? 

Would you please state that again? 

You have providei a set of terminal tanks? 

Yes. 

And, as I understaud it, those tenks will be used for 
working storage, is that right? 

The loading tank trucks, loading tank trucks, tank cars 
and possibly for storage for some other refineries. 

And this storage for some other refineries is going to 
be part of this rate? 

I asgime it will be. 

I mean it is working storage you have refernnce to? 
Yes, working storage. 

So that the terminal tankage should be divided, or at 
least the cost----- 

THE CHAIRMAN: Now, would you min& pausing 
just there, Mr. Plotkins, I understood the witness to 
say this morning that that storage for refineries was 
only, not to carry on a storage business for the refinery 
but to meet a possible emergency, are you departing from 
that position at all? 


No, it is working storage for loading tank cars and tank 


trucks and held there as an emergency storage in case of 
an emergency for the refineries. 

That is all; I just wanted to know if that was being 
departed from? 

No. 

MR. PLOTKINS: Is it your opinion then,. Wr. 


Coultis, that in the rate the pipeline company should 
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provide emergency storage for the refimries? 


Well, I would think that the pipeline company would be 


expected to take care of their customers in the case of 

an emergency. 

So it is quite proper to divide this terminal storage 

into two functions? 

You possibly could, it is not large. 

It is not which? 

It is not large. 

Not large? 

No. 

The emergency storage you have reference to then would 
only be a minor matter; in other words, the storage itself 
would only be used for that purpose a few tines a year? 
Assuming that all the refineries took their stock. 

THE CHATRMAN: Do you make a distinction 
between emergency storage ani other storage for refineries, 
I would just like to understand that while we are on the 
subject; of course, if I might interrupt you, Mr. Plotkins. 
MR. PLOTKINS: Yes, Mr. Chairman. 

THE CHAIRMAN: Why should you be providing 
emergency storage for your customers any more than any 
other storage; in short, there may be a good reason for 
it, and I would just like to know why the refineries 
should not look after their own emergencies as other 
people in other businesses do when they contemplate 
emergencies and provide for them? 

The way I look at it, Sir, we are handling, delivering 
oil to these different customers, the time may arrive, 
either through explosion or fire or other trouble, when 


they would desire that we should hold 4 certain amount of 
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oil for short intervals in tankage? 
I know they might desire that but they might desire you 
to hold all their oil too, but what I am getting at is 


why should they not pay the money to protect themsesives — 


against emergency as well as pay money to provide their 


ordinary-storage, I just want to undcrstandwhy you 


think they should not; perhaps they should, I just want 
to know why? 
I don't consider these 3-40's would provide very much 


storage beyond the-working storage necessary to operate 


this line. 


(Page 6487 follows.) 
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THs CHAIRMAN: Vell of coursc, if that does 
not provide emergency storage then of course inate is no 
use talking about it. If pe does provide emergency 
storage why should it. Th: t is all I want to know. 
supposing Mr. Plotkins wanted to protect himself against 
emergenciss, why should he put you to that cost? 

I do not think he would plan to have us protect him against 
emergency. It is the unforeseen emergency that might 
arise, when we might be called upon and he demands assist- 
ance. 

Which he is as capable of contomplating as you are, and 
providing for? 

Yes. 

Suppose he has to have a tank removed from these every 

day working tanks to protect him against emergency? 

wer 

Is that all? 

Yes, and that is provided of course in a fire or an explosion 
that all of his tanks would not be damaged. 

MR. PLOTKINS: We will assume, Mr. Coultis, 
that every refinery had sufficient storage tankage to 

take care of all its r@quirements, even in an emergency. 
Would you be able to operate this pipe line without some 
working storage at the terminal? 

No. 

You still would have to have some safety valve at the end 
to take care of any working conditions? 

Yes sir. 

So that is it fair then to say that you would still require 
these three 40,000 barrel tanks, Whether you loaded tank 


cars or whether you do not? 
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Assuming that you do not load any tenk cars? 
Yes? 

I do not think you would need that much. 

You do not think you would need that much? 

Hoe 

No.lfo tank cars nor tank trucks I assume you mean? 

Vell tanks trucks and tank cars, we will group them 

for the purposes of cross-examinat ion? 
Yes. 
How much working storage then would you necd if you were 
delivering every barvsel, the Emperial share to the Imperial 
Refinery, the British American share to the British American 
Refinery, and the Lion share to the Zion Refinery and 

these three refineries take care of all tank car shipments, 
which possibly is one of the ways that we should picture 
this situation. What would be your situation then as 
regards the amount of storage, working storage you would 
require at the terminal? 

I would feel, Mr. Plotkins, that you should still have 
approximately what I have estimated there for. Otherwise 
the pipe line operation would be an intermittent affeir, 
possibly during the winter months. 
So that you now tell us you will need 120,000 barrels for 
working storage, whether there is any tank oar loading or 
whether there is not? 
THs CHATRius WN: I did not understand him to 
say that. 
MR. PLOTEINS: Ts that correct? 
This oil that is loaded in tank cars for other customers 


will naturally, I assume, come out of this terminal 


storage. Other than individual refineries that own their 
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own shipping facilities. 

C I am assuming with you that each refinery will have its 
own shipping facilities, tank car shipping facilities 
and truck loading, and handling facilities? 

4 Yes. 

Q And all your terminal is called upon is to deliver the 
Oil direct through the pipe line, would it be possible to 


Operate without any storage? 


b And no tank car shipments whatever are made. 

Q At the terminal end, no tank car shipments and no truck 
deliveries? 

A Just @elivering the oil to the three refineries in Calgary 
direct? 

Q Yes, as the Chairman has pointed out it is perfectly 


possibile for each refinery to meet all the conditions 
that the pipe line would impose on it. Your contract 
provides that. So would it be possible to operate the 


ferminal under them conditions in your opininn? 


& It might be, but it might be very unsatisfactory also. 

Q Would it be practical? 

4 I do not think so. 

G MR. COMMISSIONER LIPSATT: — How would it take care of 
@ shipment that you make for a company like the Anglo- 
Canadian? 

A Mr. Plotkins is assuming that there won't be any. 

Mi. FRAWLSY: He is assuming for this 
question there will be none of that. 

Q MR. PLOTKINS: How much storage under them 


ecanditions? That woul reduce the amount of terminal 
storage you would need for practicel operation? 


A T assume that it would. 
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Q How much would it reduce it? 

4 I do not know. 

Q Well can you figure that out and advise the Commission? 
A I can guess at it. 

Q You can guess at it? 

& That is the best I can do. 

Q What would be your present guess? 

S Just about the storage I have here. 

Q hoi ee i makes no difference then whether you load tahk 


BES ¢ binie> 

4 Not if you are going to operate the system to meet all 
conditions and give service to its customers. 

C The same storage could fulfil a double purpose under this 

preposed terminal arrangement? 

A To some extent,yes. 

Q Well, insofar as tanks are concerned they could be used 
for both purposes, both working storage and for Loading 
tank cars and trucks? 

7) Yes. 

q And it would reguire no more and no less for practical 
purposes, whether you load tank cars or whether you don't? 
I want to make that clear. 

A Whether you load tank cars or not? Naturally you would 


assume it would require less. 


Q I am asking your opinion froma practical operation 
Standpoint? 
r) I would consider it would require less storage if there 


were no shipments made other than direct to the refineries, 
and you were willing to shut the pipe line down when the 
refinery refused to take any more oil, for any reason. 


Lt would be intermittent operation. 
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5 
S. G. Coultis. “Oddly 
G You have advised us before that in your opinion the 


three tanks are necessary, even though you do not load 
any tank cars or load any trucks? You say that the 
same amount of tankage will also take care of tank 


trucks and tank car loadings? 


te 


That is right. 


So we will let it stand at that. Now in your experience, 


2 


in these different refineries they can load tank oars 
@long with their other nperations. I mean that is the 
practice at the present time. They have tank car lots 
and they load tank trucks? 

& Yes. 

Q It is much more economical to load tank cars of crude 
at the same time with the same crew? 


As I do not know how they operate their loading racks. 


&O 


You, aS a practical operator would assume safely without 
taking any chances that if you alre:. dy have a crew as 
you pointed out this morning, that is loading 10 cars, 
they c@n load 20 cars at very little extre cost? 

4 Providing you have a large enough crew. 


Ve will assume that they have a large enough crew, would 


2 


you not say then it would be more economical for the 
refineries to do their own loading thén for the terminal 
to do it? 


Bb Oh, I assume it would be, sir. 


> 


From a practical standpoint we sould sey that under the 
proposed arrangement lcading tank cars and tank trucks 
would ve much more egonomically done oy the refineries 
EEReINE OR 

A Providing the volume shipped is very small, reasonably 


small. 
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G.Coultis. -6492- 
Is reasonably small? 
Yes. 
If it were large would not the same conditions apply, 
in proportion? 
It would in proportion, yes, to some aon 
With the terminal delivering oil direct to each refinery, 
each refinery is then in a position to do its own loading, 
you will agree to that? 
They would be in a position,yes. 
And the question of the rate of loading a tank car or to 
load a tank truck will become competitive will it not? 
The rate? 
The rate. In other words, a refinery in Saskatcl.swan 
wanting a tank car loaded will be able to go to three 
people and get quotations as to how much theywill charge 
to load that tank ear for then. 
Assuming the rate is not set. 
The crude has been delivered,.to the refiner. It is his 
orude. Hoe is in a ,osition to load it.or sell it. to whoever 
he pleases. A refiner in Saskatchewan wanting to either 
Duy sorude or have it.loaded for him, his own: crude; will 
then be able to go to any one of the three refineries 
and make the arrangements, is that not a fact? 
He naturally would make the arrangements with any refi nery 
who would load it. 
Whether the refinery owns the crude or whether it does not, 


the refiner will be able to make errangements with the 
Royalite Pive Line to get anybody's crude that has been 
purchased by the Saskatchowan szcrinery delivered to its 


tanks. 
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THE CHAIRMAN: I suppose Mr. Smith has been 
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notified, Mr. Frawley, has he? 

ME. FRAULEY: Beting for the..... 

THE CHAIRMAN: The Anglo-Canadian? 

Wee PRAWLGY $ No, but there is an official 
of the Anglo-Canadian here this afternoon. 

C Mx. PLOTKINS: I am assuming the picture 
where a refinery will have a direct connection, and 
Witl refine its own oil, its own tanks, etc... A refiner 
in Saskatchewan could make an arrangement with the Anglo- 
Canadian, an oil producing company in the Valley, to 
buy 5000 barrels of crude and 88S will be able to come to 
me or to the British American or the Imperial and say 
"IT have bought 5000 barrels of crude from the Anglo-~ 
Canadian Producing Gompany and I would like to know whet 
you will charge me to load it into my tank cars for 
delivery to my refinery." Each refinery will be ina 
position to compete, is that not right? 

Ls I assume they will. 

Q So that your rate you have estimated will go by the board 
and you will put your price dovn to what you think the 
business, or to the figure you think you will get the 
business for. In other words, the Imperial will then 
be in a position of finding out whet other refineries 
Waltl-do it -for under their conditions, and will either 
moet-the price or lose the business. That is correct 
to assume that? 

4 7eli-l sem not ine position to enswer, thet, bi. Plo teeing. 
I have not gone into thi.t phase of it. 

Gj But as a reasonably Minded man, with logic, you would assume 
that to be the condition? 


ds I presume so. 
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ms. ae Goultis. 
Q So that we ¢an disregard for practical purposes these 


figures: of 15 cents and) 1” cents per barrel,, fer loading 
tank cars? 

A No, you cannot disregard them. If you are asking ne to 
set up a complete néw terminal facilities to meet all 
these conditions, You expect that to be put up ina 
workmanlike manner to serve its customers and to handle 
the humber of barrels per day thet is stated, then I 


assume it will cost in that neighbourhood. 


Q You have treated the subject in an abstract way? 

4 I have treated it as I would estimate on any nev construc- 
tion, 

q TH: CHAIRMAN: Just apropos of what Mr. 


Plotkins has be&n asking you about, You have been asked 

to make a lot of assumptions and I will ask you to make 
another. Assuming thet the three refineries that have 

been mentioned, the Imperial, B.4., and Lion, ell asked 

too much fur this handling, what woulda happen to the person 
who wanted to refine his product elsewhere, and who needod 


toueet itvto his refinery by “tank cars. 


t 


'7a11 he would probably stir things up. 
1 Yes, but unless he stirred up effectively he would have 
no protection from anything done by any Utility Board, 
would he? Because as yet tne three refineries have not 
public . ' 
been made/utilities,. He would be entirely ina different 
position from those three refineries wouldn't he? 
4 I assume he would. 
c Me LOCKING s Mr. Coultis, would you consider 


that a profitable operetion to loac tank cars for this 


proposed terminal under existing conditions? 
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Se G Coultis. 
On this set-up? 
No, hot on this set-up. Just as a business proposition. 
A It would depend on the rate. 
C On your present rate of 5 cents a barrel’ 
A Mr. Moore will have to answer that. He did all the loading. 
Q If the Lion Refinery provides its own storage and provides 
its own connection direct to your pipe line, you are willing, 
your company is willing to transport its oil from Turner 
Valley into the refinery tanks at the present rate without 
any surcharge or without any other charges? 
£ I think you have the outline very clearly set out in the 
contract which you have. 
i Forget about the contract for the time being. I am asking 
in connection with the situation you exposed this morning. 
if I remember right you said if cach refinery would go 
toy une trunk Line, pub In its own pipe line at its. own 
expense and providirg it was not too great a distance 
so that the cost of performing thet service would not be 
excessive, in-other words I expect you had in mind if 
the line was long, it would ccst more to pump it to the 
tanks. I would like to clarify that angle first? 
It naturally would, yes sir, 
Did you have in mind any particular length of line? 
No. 
Wou-did not have that in mind? 


No. 


Would you consider the present line of the British American 
would justify your Coupes ny demsnuing an extra charge for 


delivering Tete. ayo eo 


& Not at the present cavacity. Not at the volume going through 
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Se Ge Coultis. 
and the capacity of that line. 

Q Has volume anything to do with cost of putting it through 
Es) line? 

A Yes sir, through the certain line. 
so that the greater volume you put through that line the 


less cost? 


A Not necessarily. You might set up higher line friction. 
‘a hat? 
4 The larger the volume @ns the higher the pressure th: t 


would be required. 


&) 


What is the length of line between the terminal or the 

Imperial, I do not know exactly where the British American 

has connected its pipe line, but from the point where 

it connects with the trunk line to its tanks, what is 

the distance? 

A A mile and a half to two miles. 

¢ Under those conditions that pertein to the British Ameri- 
can Refinery, you feel there should be no extra ch: rge? 

A Not in that particular Location. 

Q Would you consider that in the case of the Lion Refinery 

with 1500, well we will say 1750 feet to the tanks, and 

a volume of 500 barrels per day, that there should be 

any extra echerge to deliver oil to the tanks? 


Not if the other man is not charged. 


fo 


< 


What? 

my Not if the other refinery is not charged. 

& So that the Lion “efinery in your opinion at the present 
time would be entitled to receive its oil at 15 cents 
a barrel delivered into its tanks? 

A Providing there is no oh rge made to the other refinery, 


yes sir. 
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You stated this morning that regardless of the orude 
deliveries, that is whether they were large or whether 
they were mall, you would need four gaugers, that is 
correct is it? 

Yes sir. 

So that whether you delivered to three refineries or to 
four refineries, you would still require four gaugers? 

I assume we would. That is what I estimate on. 

So that with only three refineries to deliver to, would 
you séy you would require more than fnur gaugers? 

Not if they were co-operating with me. If they all wanted 
feoiri Olt at ithe; one time! 1,would need. more. 


Well, at the present time, under present conditions 


pertaining to the Lion Refinery and to the British American 


and the Imperial, would you feel that you would not get 
the necessary co-operation in order to make the operation 
as efficient as possible with the least cost? 

I have no reason to believe I would not. 

So thet if you delivered to the kion refinery it would 
not require eny additional gaugers? 

I would recuire a gauger on your property during the time 
I was delivering oil to you. 

Would it not be the seme with the other refineries? 

It is the same. 

So these four gaugers will do the work? 

Provided I can route these shipments so that the four 
men could handle its. Thet is what I hope to do. 

Your Company nominates the time when the refinery has to 
teke the oil? 

Ve have been able to do so to date. 


: : ! 
Yes.e There is no reason to believe you won t continue 
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4 iy do not knows. 


eo 


It is within your control. You say "Get ready, I am 
going to deliver oil to you." And we have to ger ready 
OF pass up our turn? 


A iat “s fine. 


% That is correct is it not? 
ys) it is to date, and I hope it will be correct in the future. 
om Assuming you continue on that basis, your four gaugers would 


look after it except possibly if more refineries start up 
and you have more work. But under present conditions you 
stated this morning, and I am asking you if you still 
agree with it, that 6 maximum of four gaugers you ask 
for in this estimate will be all you require? 

4 It will, as I stated, provided I can direct the delivery 


ec route 1G: "to fit that condition. 


C Yould it be right to say providing you can continue to do 
that? 

fs Yes. 

8 You are doing it at the present time? 

A J@ gre doing it at the present time. 

8, So that in this proposed agreement with the Lion Refinery 
where you make provision for charging 41-00 an hour’ to 
keep @ man there all the time you will be duplicating the 
expense when you have the four gaugers already provided 
for? 

& Yes sir. 

0 So there is no necessity for charging any other refinery 


for the services of a gauger? It could be -@ll included 


in the rate? 


4 et Af included’ in’ ths rate, yose 
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Well, is not delivery a function of the pipe line? 


Yes. 

So that gauging could be as well incluéed in the rate 

that the pipe line clerges for gathering, transporting 

and delivering oil? 

It could be a part of the function, and that again 

depends on the volume. 

Ye will assume the volume is rsasonablea \het do you 

mean by volume? You mean if there is 50 barrels a day 

you might not be able to make it worth while for the 

Pipe Line Company to underteke deliveries? 

Mr. Plotkins, you refused or objected to put up e 1000 
barrel tank at your refinery to take delivery because 

you did not want to spend your money to put up that 

sized tank. That means I would have to put a gauger over 
in aa yarg every dayesc 

You meen if I objected. I have not actually objected 

have I? 

I think the records show you objected to putting up a 1000 
barrel tank. 

Well I think your memory must be fmlty. ie already have 
two 1000 barrel tanks. 

I am not discussing whe t-you have. I am discussing your 
objection in this previous heering. 

I think if you will refer to the record it refers to three 
1000 barrel tanks? 

Bnd I expect under that Oe he en pay for the gauger if 
you insist on small deliveries to be made. 

Is not that a mis-statement, Mr. Coultis. Your contract 
provides for 5000 barrels and still you insist on a 


geuger at )31.00 an hour. So it is not a question of 1000 
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barrels or any small deliveries? 

Ls Did you not state on the record you objected to putting 
up 5000 berrels storeze. 

Q Forget about the records, I do eae even remember what 
was said. The fact remains in this proposed contract 
that your Company has submitted to the Lion Kefinery 
it is stipuleted that the minimum deliveries will be 
4000 barrsls per pump? 

vi) Yes. 

C It is also stipulated that the Lion Refining Company 
will pay »1.00 an hour for a gauger 611 the time that the 


pumping is going on? 


4 Yes. 

9 “ould you think then that 3000 barrels is unreasonably 
smell? 

j Ithink 4% is the minimum. 


Q The minimum? 
b Bee Ss r) 
2 Ho you waht to pub every refinery, any future refinery dn 


@ position of having to take 5000 barrels delivery at one 


time? 
4 I expect them, yes, to teke at least 50U0. 
a So you expect to succecd to impose that condition? 
A I em still going to try. 
C There is nce lav aginst trying? 
A No « 
8 So thst we c&n nov agree that the function of the Royalite 


pipe line.could include delivery and furnishing of a 
gauger in the rates for deliveries such as it contemplat a 
to the Lion, British American and the Imperial Oil, is 


that correct? 
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fs For minimum amounts. There might be something worked out 


On &@ large volume. But for minimum e:iounts I feel that 
w@ Should be compensated for the gauger that is required 
to remain on the job for eight hours a day to muke one 
delivery. 

THE CHE TRMAN: As I understand Mr. PlotKins 
he is putting to you that all this should be included in 
ioe rate, 11 1 understood hin. hat do you say is the 
objection to thet? ould you want to be paid for the 
gaugert “hy do you say that that payment should not be 
in the rate? Provided you gest payment what do you care 
how you get it. There might be a good reason but I just 
want to understend you? 

Ls fr Go. Nov ihink it makes any cifference. 

Oh, 1 understood you to say you thought it should not be 
A the rate? 

Sb I did not see any objection to it being in the rate, Sir. 

a I can conceive of someone else perhaps objecting, but I 
did not see why you should, someone who was not concerned 
with the services might object, but if you get it.... 

- Dives PRA Lal vs Do I understand that if it 
is in the rate everybody pays ite The producer in Turner 
Valley. There is no extre charge imposed upon this 
small taker, thess small refinery takers, so long as you 
underste nd: 

4 Wo, we asked Mr. Plotkins originally for to pay for the 
gauger during deiivery, thst is over and above any pipe 
line retc he woulc pay. 

wm At that time, yes. 


4 Iam not trying to change thet. 


&? 


Then it is not going to be in the rate. This is a charge 
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over and above the irate you are seeking to impose..... 
In Mr. Plotkins' case in the former discussions that is 


what. was meant. That to give him that service we asked 


‘that he pay for the use of the gauger during that delivery. 


wien. 1, for one, do not understand. Tht particular 
extra Charges then is-not going to go in the rate, it is 
@ charge against Mr. Plotkins for that time? 


In his instance, yes. 


(Go to Page 6503). 
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MAJOR LIPSETT: f think Mir. Ceultis said, lLir. 
Frawley, a few minutes ago that if that particular 
service was going to be included in the rate, in the cease 
of the B. A. that he would not object to it being included 


in the rate also given to Mr. Plotkins? 


A That is right. 


MR. FRAWLEY: Oh I see. 
WITNESS; That is true, sir. 
Q MAJOR LIPSETT: Mr. Coultis, so that it may be 


before Mr. Plotkins and yourself, Mr. Plotkins was putting — 
to you three separate loading operations, one by himself 
and ohne by Imperial and one by B. &s-, that is into tank 
Cars? 
*o5. 

Q Now that means a capital expenditure. for three different 
loading arrangements I take it? 
Yess 
Buppofing that it were inoluded in the rate so that you 
would be paid for it and that that loading into tank oars 
was treated as deliveries to the tank cars, just the same 


as ddlivery to refinerics? 


A Yes, 

Q@ dnd included in the rate? 

R Yer, | 

Q Woula@ it be cheaper to do that and more economical to do 
that in ene operation by the pipeline company rather than 
that each refinery should do it, you see there would be 
less capital outlay? 

A Well all of the present refineries referred to have their 


set-up for loading tank cars now; while it might be neces- 
Bary to make some slight additions it would appear that it 


would be more economical for the present shippewsto include 
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the shipment of crude. 

Q Well then that does not seem to take care of a case such 
an I have mentioned of the Anglo-Canadian, sonebody 
would have to deliver to their tank core at Calgary? 

A Yes, someone would have to deliver to them but it would no 
doubt be possible for that company to make arrangements to 
have it shipped by anyone of these three companies. 

Q Well that is why I was just raising the thought for dis-= 
cussion as to whether the best arrangenents might not be 
that all these deliveries to tank cars should be done by 
the pipeline, possibly included in the rate or possibly an 
extra charge, and I am just raising the thought for eon- 
sideration? 

A Yes. 

Q Hither include in the rate that service as part of the de- 
livery, the same as youdeliver to a truck or to a refinery? 

A Yes-e well there will be a set charge, there will bea charge 
for making that delivery and if the refineries would make it 
to other companies it would possibly be more economical for 
them to do it with their present set-up rather than set up 
an individual set-up to take care of a small volume. 

Q THE CHATRiiAN: That is all right but the purpose 
of the Public Utilities Board is to not only provide the 
opportunity for people getting fair treatment but to insure 
that they do, and how are you going to insure that unless 
the utility must load at a price. you are leaving the one 
Operation at the end. namely the deliveries, in the handling of 
hands of people who are in no ways under control, are you 
not, if you do it that way, you see for instance, we will 
take a class of people, and I would like your views about it, 


as Mr. Plotkins has pointed out to you and I share his views 
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that you are experienced and reasonable in all these 

things, now then, hire Coultis, you are proposing to 

deliver to three refineries and you think it not un- 
reasonable that they should all be treated alike and what- 
ever was thought just and fair with regard to one should be 
thought just and fair with regard to the others, and then 

you come to another glass of people, people who are not one 

of those three refineries and who may not want to do bus- 
iness with sither one of those three refineries because each 
and all of those three refineries may charge them too much 

for the service they render, what protection do they get? 
Assuming on that basis naturally if they cannot do business 
With any of the loading racks in existence regardlcss of who 
owns them, there only remains the one question of setting up 
an independent one. 

Of requiring the Public Utility to stand ready to perform 

the service? 

I believe, sir, that if they load cars for their own re- 
fineries or associated companies the refinery who is perform 
ing the service will do it at some profit and I would naturally 
believe that any one of those three refineries would be glad of 
that little additional business. 

Yes, and let us assume that it is right that they should do it 
at a fair price forthe service, my cifficulty is to see how 
that fair price is assured, let us assume that they should not 


be asked to do business at a Loss? 


Yess 
And without a proper profit, so the three refineries are al- 


ready, on your theory, they sre in the ratc, that these other 
peopls are helping vay but all these other people are naturally 


at the mercy of these three refineries, on your theory? 
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MAJOR LIPSET?: It might just be, Mr. Coultis 

on that Sct-up you see that if the assets of the Imperial 
so far as delivering to tank cars is concerned, if they 

are a public utility now, there might arise a situation 
where the imperial weuld be controlled and the other two 
refineries would be quite free to do what they liked, it 
might result in that; that the thought which was im my mind «na 
Which I wanted to hear discussed was that one operation 

for delivering to tank oars, and one set of gaugers and one 
set of equipment, ought presumably to be the more eoonomical 
than having ttree or four. 

Except sir that it is always necessary for a refinery to 
maintain a loading rack for the finished product. 

In any event? 

Yes. 

Supposing that this situation should eventually arise, I do 
not know whether it will or not, that so far as anybody want- 
ing delivery at Calgary into a tank car or tank truck, as 
well as refineries, it wés all included in the one rate, 
would it then be an advantage to either of those other two 
refineries to take the oil out to their refinery and then 
have the cost of loading it there into tank cars? 

Well it would be natural to assume that the companies doing 
the le ding would benefit by the cost of that loading or 

the price set for that service; in other words, regardless 
of who orders the loading to be done, that the company doing 
the loading would get that rate wmtever it is, or that al- 
lowance per tank car for loading, or paid by the barrel. 
Even if it were already included in the pipeline rate and 


you were willing to deliver it to the tank cars as well as 
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refineries, you have to darry i+? 

Yes; providing, it would look more reasonable than to set 
up dn entibe set-up to load a small amount; assuming the 
refineries were shipping their own oil. to make some ar- 
rangements whereby one of the going concerns loading a 
large volume of different stocks of products could combine 
the loading of crude with that. They should be able to 
load cheaper than setting up an individual set-up just to 
load the remainder of the crude oil beyond the different 
refinery shipments. 

That liake it is on the basis of this new capital expen- 
diture which you have been discussing? 

Yes, this capital expsnditure set-up here is to take care 
of that. 

Take this other situation, Mr. Goultis, if you will, that 
the delivery equipment of the Imperial may form part of the 
public utility, so much of the equipment as is already in 
existence end supposing that deliveries to tank cars were 
paid for, of course: included in the rate so that any pro= 
ducer in Turner Valley or any purchaser in Turner Valley 
could deliver you oil there and ask you to have it delivered 
to tank cars in Calgary, under those circumstances would not 
one operation for that delivery to tank cars be more econ-~ 
Omical thar three or fours 

Just a minute now, sir, I do not know whether I understand 
that clearly, you are makirg, do you mean by this direct 
delivery that the pipeline will diecharge directly into the 
tank cars aa it wovld into one of the refineries? 

No, but there is equipment at the present time at the 


Imper ial for loading into tank cars? 
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A Yds. 

@ Now assuming for the moment that that equipment ia part 
of the pipelihe, Of the public utility? 

A OhTI didn't gét thas. 

Q Under those circumstandes would deliveries from that equip- 
ment to tank cars paidfor as part of the pipéline rate, 
would that be the most efficient and economical, making it 
one operation, instezd of a separate operation at the dif- 
ferent refineries? 

A No, I do not think there would be any difference, sir, be- 
cause it would be necessary. each refinery will be assumed 
to have its own delivered into some storage tank in its 
yard. 

Q If it is going to be delivered to a tank car would tht be 
necessary at all, that is what I am trying to get at? 

A Yes, it would be necessary to deliver it first into a tank 
and then pump that, or if it were possible, if you had a 
high enough hill where there was enough gravity, all right, 
but it would not be practical to deliver it direct frcm the 
end of the pipeline. 

Q@ No, I was not thinking of that? 

No. 
Q But you have, at least, the Imperial has facilities at the 


present time for loading intc tank cars, crude oil? 


a Yes. 
Q@ Assuming that that is part of the pipeline utility and as- 


suming that the deliveries into those tank cars were con~ 
sidered part of tho service and paid for as part of the rate, 


Pde tat not be the proper place and method for delivering 


into all tank cars? 
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dell the same service cin be performed at cny of the three 
refinories in « like manner; I believe they are ell or 
will be more or less on the seme set-up, some will be 
smaller than others but they will all be equipped for 
loading tenk cars. 

would that not duplicate or treble the expense of deliver- 
ing to tank cars? 

No, 2 de not think so, sir, because the oil, assuming it is 
all put in tankage in each refinery by the pipeline, then 
it is a matter of any refinery of pumping that to the Sonne 
ing rack from that tank. 

Wsll supposing that. included in the rate, there was a 
charge which covered delivery into tank cars? 

Yes. 

Thea take the Anglo-Canadian and they, in the rate, get 
delivery into their tank cars? 

Yes. 

That presumably would be done by the pipeline utility? 

Yes. 

dhether it is Imperial or Royalite? 

Yes. 

Would any other, under those sircumstances would any other 
refinery first of all take the oil out to their refinery 
and then they themselves go to the cost of loading into 
tanke ars in addition? 

Teall now in the case of any refineries wishing to ship oil 
there would be very little difference, if any, in any case, 
because it would be a pumping charge set-up, if I pump from 
the tank to the loading rack into the cars and the same 


operation will have to take place at any of the locations, 
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whether it is from the terminal tankage or not. 

Zam thinking of it from the point of view of it po ssibly 
being considered part of the utility service and Charged 

for? 

Yes. 

Then in that case you would get oil at Turner Valley to put 
into a tank car at Calgary? 

Yes. 

For shipment to Kegina or Brandon or enywhere else? 

Yes. 

And you would be paid a rate including the putting of it into 
the tank car? 

Yes. 

Now the Be. A. or the Lion, under those circumstances, would 
have to pay that rate tc you in any event to begin with? 

Yese 

So would they under those circumstnaces take the oil then 
out to their refinery and pay the cost of loading it thenm- 
selwes or would they let the pipeline perform the service 

of loading it into the tank cars? 

Well if the pipeline was given a rate which included loading 
to tank cars and that was a factor thea I would assume that it 
was up to the pipeline to see that it was loaded, whether 
through its ow: facilites or others. 

Yes, well, would that one service done by the pipeline 


company, would that not be more economical than to have 


similar loading into tank cars done by three or four refineries? 
It might not, sir, because there would be seasons each year 


when yeu might only load 1 up to 5 cars a day and that would 
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mean a set-up, it would mean operating the pumping house, 
possibly the steam plant and you would have to have men 
there to do this service where there would not be u full 
day's work for then. 

‘Sh Perhaps Il was not making it very clear, Mr. Coultis, but 
what I was coming at is, supposing you have these five cars, 
would it not be cheapor to load the five at one central 
point than to load one each at five different refineries? 


A Well it would appear that it would if the other refineries 


were not carrying on continuously loading operations, where 
pushing in a couple of extra scars would not mean much. 

MR. FRAWLEY: I suppose, Commissioner Lipsett, 

in any event, the British American Oil Company would prefer 
to load their own cars for their Moose Jaw Refinery, at 

their Calgary racks, because they eoule do it, ruther than pay 
the Imperial any amount because I presume that amount would 
include some return on their investment at any rate, sol 
presume the Be A- would always prefer to send their Moose Jaw 
requirenonts from their own refinery. 

MAJOR LIPSHTT: Then that would make another com- 
plication, you would have to have facilities say on this 
assumption for the Anglo-Canadian. 

Mn. FRAWLAY: That ie true. 

MAJOR LIPSETT?: And if that is included in the rate 


then it would mean that everybysdy is contributing to this 


service. 


MR. FRAWLEY: Yes, and the B. A. certainly would 
not want to load their cwn cars, if they had to, in their 


pipeline rate, pay for the Imperial 611 leading them. 
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i-AJOR LIPSHTT: That is wheat I was suggesting, I 
was only throwing it out a8 a thought, mr. Coultis, so 
that everybody could think of it. 

im YOR 

Q “THE CHATRuGiAD: iuPe COultis, you are-performing 
all of these operatians-now, gathering oil, transporting it 
and delivering it? 

A Yese 

a With the exception only of loading into trucks? 

A Loading into trucks and tink cars, I am not hurdling that. 

Q No, but I mean the Imperial Oil or the Royalite are pe form- 
ing, between then---- 

A Yes, I understand that. 

Q The complete operation? 

A Yes. 

Q And as I understoci your evidence before, the only facilities 


you lack of ény sort or description to perform the complete 
service is in respect to tanks and loading racks? 
& Yes. 
Q And those you had dealt with here both from the standpoint of 
capital and operating costs? 
Yes. 


In these Exhibits "240" and "241"? 


Yes. 


Ce = 


All other facilities of which you speak are facilities which 
you are going to set up specially somewhere in respect of 
some pipeline terminal? 


Yes. 


@ Distinct entirely from these facilities which are now used to 
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perform all of those operations, is that correct? 

A Yes, as I understood it sir, you wished us to show the 
picture of an entirely independent set-up away from any 
other company with terminal tankage, car loading, and truck 
loading as practically independent. 

Q@ Well it may be well to say now that thore appears to be 
perhaps a misconception. Jur report may indicate that any 
one of the seven or eight intricated companies Or all of 
them are taking part in the performance of a service; that 


we think that any one of them should be selected to be a 


public utility; that each and all of them that are taking 
part in the service should be declared to be such and what 
we want to Le sure of was that the capital involved was taken 
into accOunt by us as well as the operating costs when we 
come to deal with ifs You set ap a new system. You might 
just as well give a figure of the cost, it occurs to me, at 
the moment of a new pipeline, of new terminal facilities, 
Bpomewhere else in the Valley. You have not dealt with this 
on the basis of what you have now and when I aay "you" I do 
not mean the Royalite any more than ore the Imperial, I 
mean any company that is having to do with this, the per~ 
formance of che service of a common carrier of oil, that 
does not seem to have been in sontemplation at all in what 
you have furnished? 

A Mr. Chairman, at the end of the pipeline we, the pipeline 
end of it or the Royalite, own nothing but the end of the 
pipeline. (fe rent tankage- 


Yes, that is it you see, you have not divorced your mind 


7. 


from the company for which you work and that is quite proper, 


that you should not as an employee of that company but perhaps 
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Mire Nolan is calling other witnesses who will deal with 
that. 

dR. NOLAN; I propose, sir, with your per- 
mission to deal with this matter from the point of view 

of the Imperial Oil Company, to deal with this preblem 

from the point of view of the Imperial Oil Company wich 
Owns and operates these ete seaey of which we are now 
speaking but for the moment what lir. Coultis was asked to 

go and if he has done it improperly it is my fault and not 
Mr. Coultis’, was to look at it from the point of view of 
tthe Royalite Oil Company owning nothing at the terminal 
except the end of the pipeline in the first instance and 
then we go on from there to decide and to explore what can 
be done having regard to the Imperial Oil's position and the 
fact that it is in ownership of certain assets which are 
presently being used for the delivery of this oil and that 
is coming up, sir.» I do not want any misunderstanding about 
that >» 

THE CHAT WAN : I see, I did not want to have this 
matter concluded without giving you the opportunity, I did 
not want, through a misconception or misunderstanding of what 
we had in mind, that you should be precluded framtaking ad= 
vantage of the opportunity of showing us what is involved in 
the capital expenditures and waat is involved in operating 
costs and so on of what is now there plus anything else that 


is needed and this witness tells us that the only thing that 


is required is . facilities in respect to loadings. 
MR. FRA./LEY: Mey I say this, because my friend 


will do this for me, I take it he has been rushed about this 
in view of the fact that we had to wait this morning for some 


of these stasements, will my friend be good enough now to 


§ Coultis 
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outline for the information of the Commission and certainly 


to assist me, because I W848 of the opinion that this was 

what you were submitting in answer to the mattors which the 
Commission called us together for some time in the early part 
ef April, will you be good enough now to outline what you may 
propose todo, may I put it in the form of a queation, do you 
propose to have the Imperial Oil submit a statement of the 
capital investment in, and the operating costs of, the load~ 
ing facilities presently in use in the Imperial 011 Refinery 
in Bast Calgary and then generally would you mind outlining 
what evidence you propose to lead in this phase of the 
PMcuiny ? 

MR. NOLAN: It is really not eviden®that I 
propose to lead, sir; it is a statement that I propose to 
make on behalf of the Imperial Oil, having regard as I say, 
to the ownership of these facilities and to the questions 
which were asked of us when this Commission resumed its Hear=- 
ing on tho 8th or 9th day of April last. Now it has bcen 
shown in the evidence this morning that the British American 


Company have a direct line from the trunk pipeline to their 


refinery. 

THE CHAIRiAN: Are you through with this witness? 
MR. NOLAN: No, we are not, sir. 

THis CHATRLAN: Will you juat sit down for the 


moment then, Mr- Coultis. 


MR. NOLAN: But L may go On. 
THE CHA IRMA N: Yes. 
MR. NOLAN: And that through this direct line 


to their refinery the British American Oil Company will take 


not only their Calgary requi resents but their Moose Jaw re- 
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qairements from their refinery there. I understand that 
they are, the British Amcrican is equipped to do their 

own loading and the shipping of their Moose Jaw require~ 
ments:e The Imperial Oil, as we know, is in the same pos- 
ition and will take through thoir direct connection with 

the pipeline, their requirements for the Calgary and Regina 
Refinery and do their own loading and shipping of their 
requirements for the Regina Refinery. That much seema to be 
clear. Now the question arises as to the loading of these 
tanks cars--- 

TH CHA TitwiAN : lire Plotkins says that he apparently 
is prepared to do the same and those sare the three refineries 
we have been talking about. 

MR« NOLAN: Yes, the three we have been talking 
about. Now the point arises as to the question of the dis- 
posing and handling of the oil required by other people in 
what we call "tank cars" and our estimate is that this will 
probably average about a 1,000 barrels per day, that it will 
not be taken evenly because of seasonable requirements and 
that the major portion of it will move in the harvest and sow- 
ing season and then will probably not exceed a volume of 


4,000 barrels a daye 
| (Go to number6517) 
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8. G. Coultis: 


Now, there are two ways this can be handled, by the 
Royalite or by the Imperial. So far as the Royalite 

is concerned, I have nothing to say about that at the 
present time. The evidence went in this morning of 
what it would cost in capital expenditure to create 
or to divorce, let us say, these terminal facilities 
from the Imperial Oil Refinery. 

Now, turning to the question 
of the Imperial Oil, we know from the evidence, Sir, 
that the Imperial Oil hes to-day the facilities necessary 
for handling this business in addition to their own 
requirements, and that such movement would represent, 
roughly, in our opinion, about one-fifth of the daily 
movement through their equipment. In other words, 
their own requirements are about four-fifths of what 
goes through. I am authorized by the Imperial Oil 
Company to say that they make the firm offer to the 
Royalite Company to perform for Royalite the loading 
and shipping services of this movement of outside oil 
at the rate of 2 cents per barrel. MThere is one thing 


has to be said about that. The Royalite in passing 


this charge on to its customer would be obliged to add_ 


something for the loss in the volume in the process of 


the loading. ‘Je will have some evidence adduced as to 

the probabilities of there being loss in the process 

of loading. This additional charge would be approximately 
one-half per cent, roughly, or an estimated depreciation 
of from one-half to three-quarters of a cent per barrel. 


There would also have to be Septe! paid for the requisite 


ne 


storage for this operation ise: the Royalite Company. 
In computing this 2 cent charge the Imprial takes into 


consideration the fact that the cost of the service and 
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the fixed charges run evenly throughout the year and 
that the loading charge or cost applies only when the 
cars are being loaded. For example, not in the Winter 
season. We have taken into consideration the fact in 
fixing and arriving at this figure. Now, the benefit 
of having this service done by the Imperial is that the 
cost of doing it is lowered by reason of the larger 
volume handled, which is the point that has been coming 
up constantly. It is all predicated upon one condition, 
this offer of Imperial to Royalite. We decline to 
perform this service if as a result oyr loading facilities 
should become in any sense a public utility. ‘Ye make 
this offer as a private corporation willing to do and 
perform this service for that amount but not as a public 
utility. Now, these loading facilities, Sir, are 
primarily avd principally for our own use and the service 
which we offer to the Royalite is mrely evidense of 

an effort on our part to meet a situation which is here 
before this Commission in what we consider to be a 
practical and a very economic way. We do not feel this 
Oommission desires, in view of what we are offering to 
do, to make the loading facilities of the Imperial Oil 
a public utility, any more than they would want to make 
the loading facilities of the British american Oil 

or of the Lion Oils: a public utility, beegause these 
people, these companies, have erected and have used 
these facilities for their own private use. I do not 
think any good purpose will be served by making anybody 
a public utility because we think that the offer is 
fair and one that meets the situation and meets it 


properly. If that is not acceptable to the Commission 
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the only thing we can do is to turn again to the 
evidence that nas been adduced to-day on behalf of 
the Royalite Oil Company as to what it would cost 
them if it is asked to perform that service. Another 
interesting point which came into discussion this 
morning was that it is evident from the figures that 
have been adduced on behalf of the Royalite Oil Oompany 
to-day that purchasers of crude would cease to buy from 
the Royalite and wauld purchase their crude either from 
the Imperial or from the B, As or from the Lion. So 
that even if the Royalite did erect these terminal 
facilities which have been referred to to-day and it 
would be required to load the requirement other than 
those of the Imperial Oil and the British American, it 
is our opinion that the purchasers cf the erude would 
avoid its use on account of the extra cost. In other 
words, such purchasers would much prefer to buy crude 
from the Imperial, the B. A. or the Lion, the Lion Oil 
in turn to do the purchasing direct from the Royalite 
and receive the oil purchased through their 1irect 
connection. 

Turning for one moment to 
the question of tank trucks, what we say about that is 
this, that the amount of crude oil which would be taken 
away in tank trucks would probably not average more than 
100 barrels a day, even if it reached that amount. 
Those facilities would necessarily have to stand idle 
throughout a great part of the year and would only be 
used to their full extent during the sowing and harvesting 
season. Now, as we have seen, this Imperial 011 Company 
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is already equipped for tank truck @eliveries of what 
are known as "white products", and could, we el tay. 
with small expense, take eare of this Wadat ional item 
of the crude business. But again, any offer that we 
make is-on the ground and on the terms that we are 
not subjected in our tank truck operations to public 
Uutlsty goutrol for this: small ani dndttade Gira 
Service to Royalite, which would be required for these 
tank truck deliveries. 

Now, then, Sir, by reason 
of the facilities which we already have, we are prepared 
to render this tank truck loading service for 7% cents 
@ barrel. Again I say, if that is not acceptable to 
the Commission, it might be necessary to turn again 
to the evidence that has been adduced on behalf of the 
Royalite this morning as to what the ecOst will be if 
it is necessary to create these new facilities. Very 
simply the point is this, we feel that wohwiiie 
these facilities at the present time, and havitbearbeted 
them for our own use, and using them to a very large 
extent ourselves for our own requirements, are in a 
position to make a very attractive offer to the Royalite 
for this service, and we are prepared so far as tank 
cars are concerned to perform it- for 2-ecents: a barrel, 
which, of course, in comparison with the figures that 
were adduced this morning, show it is very reasonable 
as compared with this. Again; so far as the tank trucks 
are concerned, we are prepared by reason of the 
facilities which we already have and the volume which 
is handled on account of the Imperial Oil, to agree to 
perform that service for 7% cents a barrel. Provided 


always, as I said before, that we are left in the 
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position which we were in before this Commission 
began its sessions, 4S a private company. 

We make this offer as a private company, and it is not 
an offer which we will continue to make if there is 

any intention or desire on anybody's part to make the 
Imperial Cil in respect of its facilities in the East 
Pavey &. public Utibity. “Ye do not. think: it is 
practical. ‘Ye do not think it is economic to do it. 

‘e do not think it can be done because of the practical 
difficulties of dividing up these facilities which 
exist there now as between, if you like, a public utility 
on the one hand and a private corporation on the other. 
We hope that there will be no necessity of imposing 
public utility control upon us in view of the offer 
which we are now making. 

THE CHAIRMAN: — Mr. Nolan, do you mind just 
elaborating for our benefit why you think the Imperial 
may decline to become a public utility at its own behest 
any more than Royalite, or any other company that is 
made a public utility? 

MR. NOLAN: We do not think that the 
operation is such that it cau be severed in such a way 
in the Bast Calgary yards as to make it practical that 
one portion of the operation should be a public utility 
and the other ‘portion not a public utility. 

TH, CHAIRMAN: Then, hat you divided up 
the operation of the common carrier amongst more of 
your integrated companies it would be impossible to 
make anyone a public utility because it was not per- 


forming the complete service. That is Io say, if 
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North West or Dalhousie were doing the gathering and 


the Royalite the transporting and the Imperial the 


delivering would you think on that account the publie which 


might, in someone's opinion, not be properly protected 
without this whole operatinn being made a public utility, 
could be denied on that account? 

MR. NOLAN: No, I think if the North West 
Company was doing the gathering of this oil we would 
direct our attention to the entire situation that 
surrounded the North West Company and, perhaps, you would 
decide it was to be a public utility. I am saying that 
we are prepared to do these things if we are not made a 
public utility. 

THE CHAIRMAN: Quite so. IT understoo@ you 
to say that and that is why I was questioning you now. 

I hope I am not interrupting you. 

MR. NOLZN: Oh,. no. 

THE CHAIRMAN: I understoadl you tu say your 
company, the Imperial, would decline to perform the 
service, and I am asking you to tell me on what ground 
they have the right to decline? 

MR. NOLAN: What I say is this, that we 
are making this offer at these amounts. That is the 
offer made by us in our capacity as a private corporation. 
If there is to be Sp utility, an effort made to 


make us a public utility----- 


MR. FRAWLEY: Or if it has already been 
done. | 
THE CHAIRMAN: as the case may be. 


MR. NOLAN: aS the case may be. Then, of 
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course, there is, perhaps, a larger field we have to 
explore as to what the rate should be. 

THE CHAiIrMAN: It may be that there be 
some legal ground for saying that any recommendation 
of ours to the effect that the Imperial, that has to 
do with the delivering end, shall we say? 

MR. NOLAN: | Yes 

THE CHAIRMAN: Of this operation of a common 
carrier, there might be some reasonable ground for saying - 
it cannot be made a public utility. If there is then 
we will be naturally interested to hear what it is, 

if you care to argue it here. At the moment we enter- 
tain the view that whether it be one company or two or 
six they should all be controlled by the Public Utilities 
Board so long as they are performing the services of 

a common carrier in any part. That is to say, that the 
division of the labour of common carriers between 
integrated companies should not preclude them from 
becoming public utilities, controlled by the public 
Utilities Board. We are anxious to hear all views, 
either for or against that. At the moment you will 
bear in mind that by an interim report we have, I 
thought, made it quite clear that we think the delivery 
Should be controlled just as surely as gathering and 
transporting. If we have not made it quite clear we 
undoubtedly will before a great time. ‘hat we had 

fii mind, Mr. Nolan, was that unless you are able to 
defeat that recommendation, if acted upon, in the 
courts of this country or otherwise, unless you are, 
was that it was proper to give you an opportunity of 


saying "Now, then, you have made the delivery end a 
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public utility, but having done that you should in 
fairness take into account what our capital involved 

in it is; what the operating costs in connection with 

it are", and in order that there should not be, in 

our opinions at least, anything done that was unfair 

we provided that opportunity. It is for\you entirely 
to say "We of fer you a brand new set-up for Royalite 

and we stop risht there", or to call evidence along 
the lines that we have indicated we are very willing 

to hear. 

MR. NOLAN: My hope was that in view of 
this offer which is being made it would not be necessary 
to go inty the question of what the capital costs of 

the Imperial Oil facilities were or to consider them in 
any way in the light of a public utility. 

THE CHAIRMAN: Quite, Mr. Nolan, but, after 
all, we are only being at some pains to be sure that you 
are not in the dark about this so far as our thoughts 
are concerned, you understand. ‘ve hear all you have said. 
You Be your own risks is not giving anymore ovidence 
that we will find on, so far as our recommendations go. 
I mean we are not receiving offers, if you know what I 
mean. ‘Ye are willing to consider as to whether your 
proposal is one that should be included in a reconmenda- 
tion. But you stop there at your peril. ‘Ye have 
provided the opportunity of your showing the other. 

MR. NOLAN: The other being the capital 
invested in these facilities. 

THS CHAIRMAN: The usual thing within a 


smaller margin. 
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MR. NOLAN. That evidence has not been 
made available to me.:- oe do not know whether it arose 

in the discussions which my friend had in Toronte or 
whether it did not. I can again communicate. ‘Ye 

are not going to lose any time. 

THE CHAIRMAN: Wedd. Mrs Nolan, DT think ds 
has been quite clear from the beginning, we did not 

offer you a month to make an offer to the Royalite in 

our presence, but rather to see what you could set up. 
This is very rough, it is true’, but it is quite clear 
what we wanted to know about the terminal facilities 

was how much you needed, what capital cost was involved, 
what are the facilities required to properly deal wth 
the terminals and what the expense ‘vould be in operating. 
Roughly put though it is true but that is what it was. 
It makes quite clear what we hoped to hear evidence about. 
It is for the Imperial to say that they do not choose 
to adduce that evidence if they want to, but as long as 
you understand as their counsel that we have provided 
the opportunity. We do not coax for evidence. 

Anything more of Mr. Coultis? 

MR. PLOTKINS: Yes, I would like to make a 
few remarks to the Chair in answer ts Mr. Nolan, if 

I may be permitted. There is an angle there that possibly 
the Gommission has not considered, and I think at this 
time it is the proper time to show this angle, that 
influences the questiomw of deliveries of crude to 
independents. I would like to know if it is admissible 
for me to do it at this time. 

THE CHAIRMAN: You are speaking now to Mr. 


Nolan's offer put forward as a private company, are you? 
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S. G Goultis. 
Mh» PLOTRINGS Yese 
THt CHAIRMAN: I see no objection. 


But I am just wondering - we will be very glad to hear 
you and hope to hear from other counsel, from the counsel 
here present - but Iam just wondering if ve could 
release Mr.Coultis, if no one has anything more to ask 
him, so that he will not sit through a protracted 
argument. 

MRe FRAWL2AY: No, ana further than that, 
it wes at my request Mr. Moore, who is a busy tian, came 
here this afternoon and has been sitting tere. I have 
not much to ssk him but I would like to ask him and be 
done with him. 

Mis PLOTRING § Possibly I could answer 


Mr. Nolan at a later tine. 


THis CHAIRMAN: You will have that opportunity. 
MR. PLOTKINS: “ell, if I may be permitted 


I will continue my examination. 

THE CHATRMAL: Ithink it quite right to 
sey to ir. Moore he certainly will not be needed this 
afternoon. About how long would you expect to be, Mr. 
Plotkins, with this witness? 

Lig. PLOTKIMS: Ten minutes. 

TH CHALRman: Have you any thing more, 


Mr. Frawley? 


MR, FRA'LIGY: No. 

THe CHAIRMAN: Mr. Nolan? 

MR. NOLAN: Noe 

THU CHAIRMAN: Mr. Harvie. Just so we 


ean tell lire Moore when to come back, that is all. 
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G. Coultis. 


MR. HARVIE: Guite soe I may say 

I have submitted these facts and figures to the 
representatives of my company and they are considering 
them. But as you know, I only got them this morning 
and they are quite extensive. 

THE CHL TRMAN: I mean in the examination 
of this witness. 

MR. HARVIi: If it would be possible 
to hear Mr. Coultis, and along the same lines Mr. Moore, 
quite possibly a lot of the questions I would ask Mr. 
Coultis, if his evidence stopped now, will be answered 
by Mr. Moore. So that I may meke @ more complete and 
simplified case if I heard them both before we were 
Galled upon to question either. It is all the one item. 


It happens to be two companies that are giving the 


information. 
TH: CHAIRMAT: What do you think about 


this suggestion, cir. Nolan. How does it appeal to you? 
Ptersve. Little unusual. ) 
MR. NOLAN: Ea@o not minds) Mp. Courts 
has been quite good about coming and I am sure he will 
come back again if Mr. Harvie has anything to ask hin, 
if Pr. Plotkins is through. 
MR. PLOTKINS: I have only two questions. 
THE CHAIRMAT: we will have the two 
questions to-night then, lr. Plotkins. 

Q MR. PLOTKIIS: The pipeline, aS a@ common 
carrier, is now in receipt of 1% for gathering end handling? 
YesSe 


In the past the experiance has been that that 1% takes care 
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of the actual losses? 

A In tho season that it has operated under the 1%, which 
was the Fall and Winter. We have had no troubles of. 
that kind and the temperatures, naturally, have been very 
low, so your @veporation is at its minimum. I cannot 
prophesy what it will be during the warm months. 

Q eine the Winter months? 

During the Summer months. 
Is not that the time when the greatest movement takes 
place? 

b Yes, Sir. 

And when the tanks are all the tim practically empty? 

a They were empty a good deal of the time of the heavy 
movement last year. I do not know whether that will 
be so this year. Nevertheless, the same surface or area 
of oil was exposed in each tank regardless of whether 
the tank was full or empty. 

Q But the percentage of loss on a large volume is considerably 
smaller than it is on a small volume, that is your 
experience? 


4 Not always. 


a) 


Not always. Under what conditions could it be otherwise? 
I mean my experience is always that it is in relation 

to volume. 

That is, you losses were smaller in the large volume? 
Gertainly? 


Depending on how rapidly you ere moving it. 


2 o> 2 wp 


Ye are asking about the Summer. You are moving it very 
\ 


fast and your tanks were empty practically all the time? 
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You are moving very live oil when you are moving it very 
fast. 

You aré always moving live oil? 

Yes. 

Under present conditions? 

But when you are moving it very rvapidly---- it contains 

a great deal of dissolved light ends and gas that makes 

your volatility losses higher. 


That is another point that probably we might explore. 


THE CHAIRMAN: You won't forget those two questions. 


MR. PLOTRINS: Well, I will leave that for the 
present. If the pipeline company were loading tank cars 
that 1% loss would be ample to take care of the loss in 
loading? 

I do not know, Sir, I have not loaded tank cars. 

You have not loaded tank cars? 

Not here. 

Is not that a point to consider, ir. Coultis? 

It may be a good point to go into but I am not prepared 
to go into it, Sir. 

Well, the refiner loading his own tank cars, but having 
given the pipeline 1%, would have to stand that loss? 
Yes, there would be additional loss. 

So he world be at a disadvantage with at least the 
Imperial Company, While it might be a separate entity 

it is certainly an integrated part of the Standard Oil. 
He would be at a disadvantage in connection with loading 
tank cars. That amounts to quite a bit in a year's time? 
I cannot answer that unless you Sive itecy,ee. 

As an engineer and a man in charge of the operations in 
Turner Valley for a good many years I suppose you could 


answer that question? 
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S. G Coultis. 


Would you mind stating the question, please? 

If the Royalite had its own terminal or the Imperial 

had its facilities to perform the services for the 
loading of tank cars for independent or other purchasers, 
it could do so ttuch more economically than the British 
American or the Lion Refinery? 

Ido not know. 

If you take into consideration the fact they already 
have teen allowed 1% to take care of gathering and 
handling, which, presumably, could also inelude the 
loading charge? 

assume our losses were a little more than 1%, how would 
that come out? 

The Commission is going to protect you in that. If you 
show it to be more than 1% they will raise it to whatever 
will take care of your loss. Your past history is such 
there is no doubt that you could calculate sufficient 

to protect it. . ould it be fair to say that the Royalite 


or its affiliated conpanies the Imperial Comm ny, would 


be in a better position to load tank cars more economically 


than other refineries? 

I do not think so. 

MR. FRAWLEY: ‘Vihat I want to ask ir. Moore 

is only to prepare a statememt. I do not think for a 
moment he has nov the evidence I want to ask him. 

It is just a matter of a short time. 

MR. NOLAN: IT did not tell Mr. Moore what be 
was wanted for because I did not know. 


6coe#ee@eeevees eo ef @ 


“hp earea ay ; Ly ee Estria ee are ‘ 
aaa PEGS FT OS ae Rat 


: p sh 
a * o oe =“ foen ee M = j 7 DY - : 

a HOTS yy Ae he 7 ei POT O AGM: O8 OF 

. 2 : ; SS erie eae 


| : ; CC cc BR ST pr Oy oe oh ogi Fy Es olde ee a bs 4 Bs... nal ne’ i 
Mf Seheshlo: PON seek oth ee aaa oe hil 
n 5 J > 


; at 
ote ¥ Ai , opt, 


ae Se aoe eet aa oe. 


oe 


; y 
b - tae kA See aoe LO, 
‘ p, | : ou oO Rae Se ; 
.* i pie. ey ke Box. an ws es.) re ¢ 
eo Lae | ; 
= . : 
- vis a 
o er rie. 
Fe ‘ 1 : Yeo Jai a oe ee ae MDa Mf tk 5 
i iv a x a Pieta Z 
. a) sm 


AY OD oY tix RO ‘beat ie Sb dtade 


ns “it Se le “tot 4 
RN ss 
"4 ue 
re : be 
; 


‘ / 


\ sh : he ae a 


ae sone = ie 


Mi 


aoe 


ps, 
15 


A 


> 


C. B ° Moore. 


-69351- 


C. i. MOOR, recslled, 
Mre ifoore, you are already under oath in this Inquiry. 
I think it is important for us to have some knowledge 
of what your deliveries were last year into tata nes 
and tank trucks. I suppose you could tell us easily 
what your deliveries into tank trucks were. They would 
be pretty low. But would it be a reat task for you 
in the next day or two----- 
You vould not want it in gallons? 
Barrel s? 
About 2,939,000, and you can guess the rest. 
I want it divide: up. 14s would like a little statement 
showing how much you sent to the I. 0. at Regina, and 
the B. & at Iioose Jaw and to anybody else? 
You vould make it difficult, wouldn't you? 
Yes, if you ean do that in the next twenty-four or forty- 


eight hours. 


THE CHALTRIAN: Twenty-four. Myr. Moore is quite 
guick. 
MR. FRAVLIY: Yes, and he has a large and 


efficient staff down there. J would like to know, 
and whet we are coneerned here with now is how much 
terminal storage incidental to delivery should be 
supplied by any of these people performing this funotion 
of common carries. So would you be g00d enough to 
set out, separated as to consignees, the deliveries 
which you made into tank cars in 1948. If you have 
anything for 1939 that would not be any additional 
trouble to you, if you would let us have that too I 
would be glad. ‘ell, I can ask you this question. 

I do not suppose for a moment you know. You would 


not be able to bring us the amount that you have 
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invested in loading facilities of one kind and another? 
I think that wuld take some time. 


That would have to be obtained from Toronto, in any 


event? 
Yes. 
THE CHAIRMAIs You have not been considering 


that during the lest three weeks, ir. Moore? 
Considering what we have invested? 

Yes? 

Vell, Sir---- 

I mean J am not attachirg blame, but I am just saying 
the fect is you have given no thought to that? 

We have a very general idee of what our facilities are 
worth and shat they will do. 

You have a general idea? 

Yes. 

I suppose you have an equally general idea of your 
operating cost? 

reasonably so. 

In connection with these same assets we are talking 
about? 

Yes. 

MR. FRAWLEY: Well, Mr. Moore, have you got 
the kind of idea that would enable this Commission to 
arrive at a rate vith the same care that we took in 
considering the capital investment and the operating 
charges of the Royalite Company's pipeline, to arrive 
at a rate? 

No, that vould have to come from the sast. I would 


think Mr. Cottle would have that. 
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Statement produced by the witness CG. E. 
Moore showing shipments T-.V. crude oil 


by tank cars, January lst, to Dec. 3lst, 


1938, expressed in barrels. 


Statement produced by the witness C.,k. 
Moore showing shipment T.V. cmuade oil 


by tank cars, January lst to March 3lst, 


1939, expressed in barrels. 


Statement produced by the withess C.H. 
Moore of the Calgary Refinery, Tank Car 
Loading, showing the investment, fixed 
charses and direct costs, as to how 

2 cent rate for loading was arrived at. 


Statement produced by the witness OC.B. 
Moore, of the Calgery Refinery, Truck 
loading, Siowing the investment, fixed 
charges, and direct costs, as to how 


the 74 cent rate for-loading was arrived 
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CLARUNCL M. MOORE, having been 
recalled, examined by ir. Frawley said: 
WITNESS: Firstly, ir. Frawley, I would 
like to make a correction on a figure I gave yesterday 
from momory. 
Yes, a total figure you mean? 
An estimated total figure of the tank car leadings I said 
was &,930,000 some odd barrels. I find that same of those 
deliveries did not’all go by tank cars. 
But now you have this morning---- 
The corrected figure you have. 
You are now submitting this morning a statement entitled 
"Shipments T.V. Crude Oil By Tank Cars, January lst, to 
December Slst, 1938, Expressed in Barrels"? 
YES o 
MR. FRAWLEY: I would offer this as an Exhibit. 


(STATH:ZNT PRODUCED HERE MARKED 
AS RXHIBIT "242"), 


NOW just let us get the pertinent facts from that; now kr. 
Moore, this shows that in the year 19%8 you shipped to the 
Imperial Oil, Regina, 1,952,141 barrels of crude oil and 
the amount shipped each month is shown on the atatenant? 
Yes. 

I wonder can you express that in tank cars even approx 
imately, what would they run ordinarily? 

Oh about 230 barrels to a car would be, no, so far as the 
Regina shipments were concerned they were all made in cars 
and had a capacity ef 240 barrels. 

240 barrels? 

Yes, approximately 240 barrels, they vary slightly. 


So that we can get the number of cars if we divide by 240? 


Yes. 
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Q Then the Imperial Oil, iioose Jaw, Saskatchewan, you 


Shipped just amall amounts? 


A Yes. 

3 45,646 barrels altogether? 

A Yes. 

Q 240 barrels there? 

h Yes. 

Q Then to the British American at ijoose Jaw you shipped 
668,217 barrels during the year? 

4 Yese 


Q For the Lion Oils, Limited, you shipped te Kamsack, Sask- 
atchewan, 11,761 barrels and to Lion Oils at Wainwright, 
572 barrels, I suppose for approximate purposes we can 
take 240 all the way through? 

A No, if you look at your sJainwright shipment it was only 
190 barrels and the other one was 382, that would be two 
medium cars in one month and one medium car the next 
month. 

@ Then to the Anglo-Canadian Company at Brandon, sperat ing 
under the name of the Central Distributors, Limited, 
Branden, you shipped 74,111 barrels? 

A Yes, the size of those cars would depend upen the equip- 
ment the consignee leased or owned or put in for the 
purposes of loading, Mr. Frawley. 

Q All ITwant to get is,to get the number of cars that you 
shipped, however we will go along and then we will have 
to repeat this all over again after iir.e Morrison has got 
it finished, you shipped to the North Star Oils, Limited, 
Winnipeg, 108,190 barrels; you shipped to the Hi-Way Re- 
fineries, Limited, Moose Jaw, 5,790 barrels; then for Gas 


and Oil Products you made the following shipments, Sterling 
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Refineries, Limited, Yorkton, Saskatchewan, 5,805 bar- 
rels; to the Consumers Co-operative kefineries, Limited, 
Regina, Saskatchewan, 32,03€ barrels; to the Eston ke~ 
fining Company at ston, Saskatchewan, 7,355 barrels; 

to the Gold Standard Oils, Limited, Vainwright, 1,742 
varrels; to the Natural sodium Products, Bishoprin,, 
wuaskatchewan. 9,719 barrels. Wow those you want to use 
a divisor of 200 and how many barrels? 

For those other shipments I would not commit myself, I do 
not know, that should be a large car, ° medium car or a 
small car, depending on how they would come in. I am 
afraid I om a little too busy to be familiar with much of 
that. 

240.is-a big car? 

Yes. 


And the others? 

And 190 is the medium sized car and then there is the small 
car that ranged from 155 to 165 for a smll car. 

I see no use in pursuing this with Mir. soore, Mr. Chairman, 
I think I will have to have tir. Morrison make a calculation 
and < statement himself. perhaps after conferring with bir. 
ioore he can prepare a statement showing the number of 
barrels which they ioaded for these various shipments. 
However, it is a very useful statement, lr. isoore,and thank 
you very much. Now you have the same thing for 1939, the 
first three months of 1939 and I would offer this as another 
Exhibit, ir. Cha irman- 


(ST, Tue NT PRODUCED HERL ;/ARIGID AS 
EXHIBIT "243"). 


iA JOR LIPSET?: This all went through the pipeline, 


I suppose, ilr. l.oore’? 
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ft would be inclined to think that is the only way that 

we can get it, 

wiRe FRAWLEY: Now looking at the statement 

fur 1939, ire Woore, are you shipping for as many people 
this year as you did last year? 

No, there are nine shippers listed for 1939 and there are 
twelve distinct refinery operationa or shipments made 

UO Various polnts in 1938, sir. 

Now let us run over this list, you are shipping to Imperial 
Oil, Limited, at Regina? 

Yes. 

Ard you will continue to make shipments there? 

Yes. 

You have shipped something in February and iiarch of this 
year for the British American to Moose Jaw? 

Yes. 

Do you expect to continue making shipments there? 

I wouldn't say that, no. 

Then to the AngloCanadiun Company, the Central Dis«+ 
tributors, Limited, at Brandon, you have made some ship- 
ments in February and March and do you expect from what 
you know to be continuing to make shipments for them? 

I would think so. 

Then to the North Star Oils at ‘/innipeg you made some 
shipments in January and Pebruary and nothing in March 
hut you have resumed your shipments to the North Star? 

No I have not. 

And do you expect to make any further shipments to North 
Star then this year or is there some change there? 

T Gannot answer that. If IL receive an order and they for=- 


ward some tank cars we would load then. 
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Q Yes, but I mean you just cannot help us as to whether or 
not that that is a prospective consignee? 

A No. 

a For this year? 

A No, I fine that some of these consignees have the habit of 
forwarding and not ordering loading equipment and they 
have also a habit of discontinuing forwarding equipment 
without even honouring us with a notice that they have so 
done. 

Q what I mean is this, the North Ster has a refinery at Win- 
nipeg, have they not? 

A Yes. 

@ And last year you made pretty consistent shipments to them 
throughout the year, didn't you? 

A There was two months we didn't ship. 

Q In February and March of 193%, but after that you made ship- 
ments to them in every month? 

A Yes. 

Q And you continued on, January and February, well now perhaps 
you do not know, but is there any significance in the fact 
you did not ship anything in wiarch or April, did you ship 


anything for them in April? 


A Have not. 

Q You have not shipped anything for then Since the end of 
February? 

A No, 

Q But you cannot tell usa---- 

A We just did not receive any order for the month of liarch. 

Q You do not know whether they are refining Turner Val ley 


Crude there or shipping in some other crude? 
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No. 

Now the Hi~Way Kefinery at sioose Jaw, you shipped not 

very much to them last year but you shipped some to them 

in March? 

Yes. 

Can you give us any idea what the indications are so far 

as that refinery is concerned? 

The only thing I know, sir, is that there is the pessibility 
that they will require a little crude during the summer 
peason this year; that comes during 4 oasual conversation; 
Se) far that conversation has been verified by shipments. 

It has been? 

Yes, we shipped in ilarch and we are continuing, we shipped in 
April. 

Bo there may te loading facilitios required to look after the 
Hi-Way Refinery at Moose Jaw? 

I would say so. 

Then for the Gas and Oil Products, I notice that you had five 
people to whom you shipped on the order of Gas and Oil 
Products last year and only twce so far this year, namely the 
Gold Standard at Wainwright and to Eston, Saskatchewan and 
only shipments in February to Wainwright and only in March to 
Heaton, so far as this statenent goes? 

Yes. 

what are the indications there? 

Have not any. 

ehy what? 

Have no indications as to what we might do, sir. If an order 
Came in and they had the equipment available we would simply 
take the business on as one of our daily routines. 


Yes, I appreciate that, hut can you give us an idea? 
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I have not, I don't try to follow any other refineries 


but our own, sir. 
LiAd OR LIPSETT: 
Regina had some? 
itRe FRAJ LEY: 
Products. 

Ad OR LIPSETT: 
WITN 2SS; 

MiRe FRAWLEY: 


The Consumers Co-operative at 


Yes, but that is not Gas and Oil 


Is it not? 


Last year, but not this year. 


Their shipments, you are making 


Shipments to the Co-op.,to the Consumers Co-operative 


direct this year? 
Yes. 
On their om order? 


Yes. 


jell now the Northern Petroleum Corporation at Kamsack, 


you did not make any shipment to them last year apparently 


but you made shipments to them on warch of this year, can 


you tell us about that? 


Well that may be wrong here, i:r. Frawley; the Lion Oil has 


some shipmentSthat went to Kainsack. 


In 1938? 


Yes, and that may be to these people, I cannot say. ir. 


Plotkins probably can straighten you out on that point. 


Yes, now the Consumers Refinery, you have an arrangement 


with them this year, have you, to ship to them direct? 


Asp the orders come in we load their cars. 
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G. M. Moore. 
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BY 


Now, Mr. Moore, you also have to file this morning 

some statements called Calgary iefinery, Tank Car 

Loading, and Calgary Refinery, Truck Loading Costs. 

Now the first statunent I want to file is the statement 

showing the manner in which the 2 cents that li. Nolan 

referred to yesterday is made up? 

Correct. 

Mas PRAGLSY: I will offer that as an exhibit. 
CALGARY RSPTRaRkY TANK Car LOSIING 
STATAMINT IS NU. MARKSD BAHIBIT 
we44at, 

Now this I may as well read into the record, ir. Moore, 

the pertinent part of this exhibit. This statement 

means that at the refinery at Calgary you have the following 

investments in tank car loading, 8,600.00 

Tank car loading fecilities for crude oil. 

Tank car loading facilities for erude oil? Correct. 

Investment in loading rack {8,600-00, in treckage (3,224.68, 

and in pump and lines 431.006.00, or a total investment 

of $42,824.68. Now fixed charges against that are for 

depreciation $3,986.85, and you have used in arriving at 

that depreciation, the deprecietion rates of 78% on 

the londing racks, 78% on the trackage and 10% on the 

pumps and lines? 

Those rates were used in making that up at Toronto. 

Then the second fixed charge you have is taxes, 3214.12, 

or total fixed chsrges of 94,200.97. ‘thet does B. D. 

mean? 

Barrels per day. 

Then for direct costs, based on 1968, which means those 

were the 1938 costs and which are projected on into 


1939. There are salaries, wages, materials, expense, 
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fuel, distributed expense, steam, excepting fuel, 
electricity, pumping, burdén, administration, or total 
direct gosts of 337,846.41, calculated on a besis of 
loading 8000 barrels per dayi Perhaps we have to ask 

you now, lz. Moore, what your costs ares The y ate 
37,846.41 for loading 8000 barrels per day, direct costs? 
Yes. 
would you mind telling me whet the right hahd colutin 
me@ns, costs per barrel on basis of loading 5000 barrels 
per day. The fixed charges would be the sam-, 4,200.97, 
but the direct costs...... 

I think you will find that those were in direct propa tion 
to the others. 

5 to 8? 
Yes. 

If calculated on the basis of loading 5000 barrels per day, 
the direct costs would be $23,654.01? 
We would expect, sir, we would not find very much dif- 
ference as long as we can put it integrally to other 
operctions. If that was a separate entity toast would be 
something else to consider. 
At the moment, what you are saying is you oan load these 
tank oars, or you can load 5000 barrels a day for 
$26,654.01, or (637,846.41 for loading 8000 barrels per 
day? 
xcept for the fixed charges. 
Except for the fixed charges and they are the seme in 
eacn case? 
Yes. 
Now then, that works out to 1.54 cents per barrel to 


load 5000 barrels? 
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mither way. 

To load either amount? 

It will work out the same in either way you work it, 
Sir. 

And then you add a margin for contingencies, return on 
investment and operation, .47 cents? 

047 cents. 

There is no indication as to how tt is made up? 

You do not have to have any indication. Ve puta 
contractual offer in of 2 cents, of which .47 wants is 
to cover contingencies, profits, etc. 

So thet this offer consists of 13 cents for cost of 
operating? 

1.53 cents.is the cost of operating the department for 
1968. Contingenci:s, profits, .m without insurence 
volume de gratation or gravity degradation, is figured 
out at .47 cents. 

So that if you do not mind me just taking a very slight 
decimal liberty, Mr. ijoore, if you do not mind me saying 
agsin your Gost would be 14 cents and you are asking 
another $ cent for margin for profit? 

Correct. 

And that is the way the 2 cents is arrived at? Jnd then 
the note on the bottom of the exhibit is "The above 
does not include losses in volume, gravity degradation 
or insurance." 

Yes. Insurance in that case, sir, covers insuranoe on 
the product while being loaded. 

Then we have anoth:: exhibit which is a similar exhibit 
to show the truck loading costs for ecruce oil? 


Right, sir. 
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ChIGARY REFIVURY TRUCK LOADING 
COB? STaTainTt IS Nu: MARKSD 
DXHIBIT "245", 
This @xhibit indicates that you have an investment or 
will require it, - part of this by the way would mean 
some new installation? 
Yes. 
You would require to have 3000 fect of three inch pipe 
at a cost of $3656.00; one tank, »250.00, and pumps 
end foundations w2,228.00, or a totel investment of 
6,114.00. Then as in the othsr exhibit you wave fixed 
charges, deprecis tion, (514.25, using the 74% deprec- 
fation rate, and you have taxes .»50.00, or a total fixed 
charge of $564.25. Then direct costs, based on 1938 - 
oh by the way, the fixed cherges totalled out to 1.55 
cents on a basis of loading 100 barrels per day, and the 
direct costs based on 1958, which are not detailed, are 
4.24 cents, making a totel of &.79 cents, to which you 
have added margin for contingencies, return on investments 
and operations 1.71 cents, making a grand total of 
7-50 cents which you say is the offer that lr. Nolan made 
vesterday as the truck loading chorge. Now have you got 
the figures making up the 4.24 cents? 
That is our experience for loading white products into 
eeucks. in 1948, Sir. 
But I mean with some detail you have worked out the costs 
as far as the tank car loading is concerned, but you have 
not done that with re ard to the truck loading? 
Z have taken our figure that was built up similar to this 
one as far as white products go. And that is the figure 
that is ussd there, 


That is the 4.24 cents? 
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C. Me Moore. 
A Yes. 
It is obvious to say it would be a little more satis- 


factory if we had the breskdown, but there it is anway, 
and thet is how you arrive &t the 7% cents whieh your 
Gompany is prepared to charge the Royalite, or anyone 
else? 

S I would say so. 

q Imern if I wanted to go down there and get crude oil 
ina tank truck, may we have it for the reeora, you would 
charge me the posted field price plus the pipe line charges, 
plus 75 cents a barrel? 

A After we get this equipment in. “ight now you could not 


get it, My. Frawley. 


G If as and when you have the stuff there to do it? 
b Yes. 
m And then, of course, the same thing follows with resp ot 


to the 2 cents shown on iixhibit "244", that is your offer 
to the Royalite, but it is your same offer to the Anglo- 
Canadian or the Gas & Oil Products? 

4 Vie have never differentiated between prices to any one, 
ourselves or any other customers that might come in. 

£ Asa matter of fact you were only charging 2 cents at 
One time to the B.A., oil company for loading’ 


4 I do not think we had anything to do with that here. 


i) 


You meen in Calgary? 


A In Calgary. 


fo 


My information was received from Mir. Cottle that very 
definitely that is the fact, there was a consideruble 
period during which the B.#., Oil Company was charged 
£ cents and then it was increased to 5 centse But so 


we will be clear ebout it you are now offering to do for 
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2 cents what you charged 5 cents for last year? 


4 Oh no. There are still one or tio points you have not 


got in there. 


% “hat are these points? 

4 For instance you loaded with your gravity in the oer. 
Q You loaded with, what do you Mun? 

A Ye loaded and charged the gravity received in the tank 


car. I am not taking that responsibility in this offer. 
Let us be clear then. Let us be awfully clear? 


That offer is very clear. 


DoD & > 


Well, let us go back then. JI presume what you are sug- 
gesting is - vell I will take vhat Mr. Nolan said yester- 
day on Page 6517, so the Comiission will know precisely 
and certainly whet I am talking ebout. "T am authorized," 
ir. Nolan said "by the Imperial Oil Company to say that 
thes make the firm offer to the Royalite Company to 
perform for Royalite the loading and shipping services 

of this movement of outside oil at the rate of 2 cents 

per barrel. There is one thing has to be said about that. 
The Royalite in passing this charge on to its cuctorer 
woulda be obliged to add something for tie loss in the 
volume in the process of the loading. ‘.e will have some 
a@avidence adduced as to the probabilities of there being 
loss in the process of loading. This additional charge 
would be approximately 3%, roughly, or an estimated 
depreciation of from one-half to three-quarters of a cent 
per barrel." That is whet you have been talking about 

a moment ago is it? 

A lam talking about whet is in my statment there, Mr.Frawley, 
Of gravity degradation. 


q "The above does not include losses in volume, gravity degrad- 
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ation or insurance." ‘Jell does it mean then that if 

I had some tank cars to load theie today, or as soon as 

this thing becomes effective, if it ever does, would you 
charge me 2 cents per barrel plus something else, based 

upon this note? 

v2) Theat is all I am charging Royalite. 

q THe CHAIRMAN: Vhat do you mesn, Mr. Moore? What 
do you mean that is all you are charging Royalite? I 
do not understand tht? 

v) LI do @ service, Mr. McGillivray, for the Royalite, and 
charge them 2 cents per barrel. 

q Yes. What Mr. Frawley wants to know is, is there any other 
Charge as far aS you are concerned? 

A Not as fer as I would be concerned. Iam taking it from 
terminal storage and delivering it to the tank car. If 
there was degradation of gravity in this loading, which 
happens, then there is a difference in the price of the 
OL, Sirs 

Q Poe FRG VES Y: So the person dealing with the 
Royalite would have to adjust thet with Royalite? 

ry I would say that. ‘ie have done this in the past without 
any adjustment. 


MR. COMMISSIONS LIPSETT: what tank storage are you 


> 


Suggesting to take it from, lr. Moore? 

A In this case it would be from the Royalite terminal 
storage, sir. 

Q Hither from the three tanks at present in existence? 

4 The three tanks, or it might come down to two, or three 
different tanks. 

4 Whatever they are, is not that oil,MrAasured into those 


tanks, is not that the Imperial? ‘Jhat further loss would 
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the Royelite take on that oil or could they take? 

If it came in, sir, on account of some othr company 

it could not be Imperiael's Pe 

Mee PFRAVULSY: Let me understand, Mr. 
lioore. If I am the Eston Refining Company, or any one 
of those Saskatchevwan refineries, and I sent a tank car 
com yourana avant to, buy oily just buy oil. I want 

to buy a tank car of oil. JI am not dealing with Royalite 
Steel len). pay you »,l.c0. plus 15, cents piped 2e oss. 

When you paid the $1.20 what did you buy? 

Some gravity oil, 45 to 45.9? 

Wwe will presume the tank had just exactly your gravity 
oil. 

Yes, just that 43 gravity? 

Unfortunately when it was loaded it might show 4c.8. 
mover it got into the .car? 

Yes. 

Thatis when you test it you see it is 46.8? 

Yes. You quite agree with me that is 42.8. Now I have 
been yory cha titable,. L have loaded a car for you for 

& cents we will say. You come back and tell me that 

I ove you 2 cents a barrel for degradation of gravity. 

I have only got 42.87 

But it was 43.1 in the tenk. 

Then the question is at vheat moment does the sale take 
place. Sure. You say the sele should téke place in the 
tank car. Why don't yOu charge me for what you put into 
the tank car? 

ie mede this. offer to the Royalite, or Imperial hes, sir, 
as a straight carrying charge. That is we have to perform 


@ service. 
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Yes, I knov, but do not let us worry about the Koyalite. 


sD 


As far as I am concerned, subject to what my friend has 
to say, but for the purposes of this quesioning , and so 
you and I will understand each other, the Imperial Oil 
Company's loading facilities are as much a public utility 
now as the Royelite Oil Company's pipe line is. I 

say that I am the Eston Refining Company and I come to 
buy a tank car of oil, and I want to pay your posted 
field price. I have in my hand that posted field price 
Gon Lam Willing to pay you for what T get. If I do 

not get in my tank car any more than 42, that is all I 
want to pay for and that is all I am prepared to pay for. 
90 I ask you to load this car for me, you load the crude 
in and you measure it with your gauge when it is in the 
tank o#r and you find it is 42. Then we look at the 
schedule and ve 190k up what I owe yout 


A But I had paid for 43 gravity oil. 


pome 


You had paid for 43 gravity oil? 

A Yes, the common gravity coming into this tank. 

C, I do not know whst you paid for» You have some oil. 

A Ve both admit that the oil in the tank is 43 gravity. 

Ye are quite agreed on that. It is 43.1. 

« You have a new system in the last ten days or so of paying 
for that oil haven't you, or you are going to adopt some 
new’ system to protect yourselves against these things? 

& Yes. 

Q Perhaps that is not working yet? 

A Not to my knowledge. 

Q So we will keep to the old system. You are buying oil 

from the Royalite Oil Company based upon the gravity at 


Which it enters the gathering system dovn in Turner Valley 
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C e M. Mo Ox 8 e® 
A Yes sir. 
iF You say there is a certain amount of degradation going 


on all the time is there? 
Lb Yes sir. 


And when I come up from Saskatchevan and want to buy a 


£> 


barvel of oil I heve to take refinery run? 
A That is correct. 


And when I teke th-t it goes into my tank car end it is 


42° 
4 Me will say it is 42.8 and it was 43.1. 
a I do not know anything about tuat at all. All I know is 


I am buying 42.87 
A You are W311 acquainted on thet point. ‘.e would be com- 
pelled to pay 2 cents just to cover the degr: dation. 


Let us not trouble about thet because +e do not vant to 


P rales 


confuse any service charge with thst.  Thet is a buying 
proposition. You say you have to make an adjustment there 
to protect yourself for loss in degradation? That seems 
we can deal with that separately from the services can't 
werk 

4A That is justithe way we put it in there. 

Q It really is a separste matter entirely? Wow if something 
happen on which you must not stand a loss, or you make an 
adjustment, we will assume I am quite satisfied with tiat. 
I peéy you 2 cents. “hat else do i pay you now, anything 
else? 

A If you are buying my oil from the Imperial Oil Company 

you will pay the price of the oil plus pipeage charges. 

PO lt vill just pay the price of the oil’ 


A Sieeone time, Sir. Thet is not in effect. 
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& You quite understand that? 

Q Oh yes. I do not want to rush down there and ask for 
anything this afternoon. But I want to be sure what 
all this means. I paid 2 cents to get it into my tank 
car. Do I pay anything else? 

A You would pay that to the Royalite. 

& No, I am not dealing with the Royalite at all, at the 
moment. I am asking you. I am going to the Imperial Oil 
Compa ny in fast Calgery? 

ry If you are going to the Imperial Oil Company, then I can 
ahswer your guestion. 

% Yes? 

uc) If you are going to the Imperial Oil Company togday for a 
ttre car Of .ot1;, you will pay the posted field price plus 
the carrying charge, plus the 5 cents loading charge. 

Q Plus the pipeage and the posted field price? 

A Yes, plus 5 cents loading charge. 

( I see, but if and when this goes into effect, in other 
words are you making this offer to anybody but the 
Pevalite? 

A Iam making this offer to the Royalite. 

Q Let us understand it. 

A That is the only point I wanted to clear up. 

Q Five minutes ago, unless I quite misunderstood you, you 
told me this offer was for anybody? You made no distinctioh. 
But there is a definite distinetion. You are not offering 
to do this service for the Hsten Refining Company’ 

A Ve will do it for the Royalite. 

« I understand that. 

G THE CHAIRMAN: And no one else? 

4 The Royalite Company being in charge of the terminal tankage, 


Sir. 
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C. M. Moore. -6552- 
& MR. FRA LiY: And you being in charge 


of these Loading facilities. However, let us under- 
stand. I thought you said, and I was very happy When 

I sav this this morning, I thought we had made a lot of 
progress, but I doubt now if we have made any progress 
at all, - are you offering to do this for the sston 
Refining Company? 

A I am offering to do it for the Royalite. We will ship 
it at the direction of the Royalite to anybody. 

@ MR. NOLAN: I would like, ir. Moore, 
to say something, if I may, Mr. Cheirman, about losses 
in volume. I do not think thst has besn elaborated? 

f \¥e have our experience of 12 months, those in 1938, 
in which a large volume of oil w's shipped by tenk curs, 
sheets on which have been submittec to this Commission. 
Wwe show actual volumetric losses in loading in this 
case. Wow you have to take my evidence. I haven't the 


figures here. But it is .4848%. 


fe That is just under one-half of lpi 

A Just under one-half of 1%. 

q And thet 1s tank car you are talking about? 

4 Tank car. 

« That is o11 that is lost, thet has gonet 

Q MR. FRAULAY: Crude oil? 

Lh It is crude oil. It is the differance between your 
loading tank and your volumetric charges on your tank 
cars. 

Q MR. NOLAT: 48484 

A Both adjusted for temperature. 

@ ‘hat have you to say in respect of loading tank trucks? 

A On crude oil, sir, I can only give you estimates. 
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Why cannot you give me a figure? 

Because we have not loaded tank trucks with crude OL 
except for a very short time, at which time it was 
impossible to make any estimate of inter-connecting 
lines as tO whst the 1lds8 what in that short time of 
loading tank trucks with crude oil. 

Based on your experience i the business, can you express 
an opinion, form an estinate? 

I would Say the loss in loading tank trucks would be 
heavier than it would be in loading tank cars. You would 
Want to transfer to a smaller tank for accurate gauging, 
and then from that smell tank to your tank truck and 

the loss would run in the neighbourhood of .9 to 1% in 
my Opinion. 

Not based on actual experience? 

Not based on actual experience of handling crude oil. 
Ma. FRA SLY: Just let me go through 
something with you with regard to the truck loading 
cost. Are you offering to do this for say Mr. Munro, 
who has a refinery here, and who told us he desires to 
take crude oil away in tank trucks. Are you offering to 
do that for hin for 7% cents? 

LE would say I would. offer to do it for him, or for the 
Royalite Company from their terminal storage for any 
orders they might issue. 

As far as you are concerned it has ejl to do with the 
Royalite? 

That is the set-up as we have presented it. 

This is all you have presented? 

Yes. 


If Me. Munro came down he would first of all have to F2a0) 
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to the Royalite and then with the order from the Royalite 

he might present himself to your truck loading facilities, 

when they are built, and then the bill would go for the 

73 Gents, not to Mr. Munro, but to the Royalite? 

Yes. In other words, I would say that the Royalite was 

the shipper. 

Yes, the Royalite was the shipper. Perhaps almost the 

purchaser as far as you are concerned. You wuld send your 

bill for 74 cents to the Royalite. Wow let me understand, 

your bill would only be for 7% cehits, but if as between 

the Royalite and Munro there were any further adjustments 

that would be between them? 

I would say so. 

If they wanted to charge him any more then 7% cents, it 

would be their gherge and not yours? 

Yes. 

I understand you are very definitely taking the position 

here you do not recognize Ilr. Munro as being a person 

entitled to go into your yard to buy cruace oil from you 

at the posted field price, plus the pipe line chsrge, plus 

7% cents? 

In tank trucks, no sir. 

I mean in tank trucks? 

Wo sir. 

You do not recognize, if Mir. Munro came along with a tank 
Gar you do not recognige him? 

Under that set-up of figures, if Mr. Munro came here 

to-day and wanted a tank cer of crude oil, his price 

would be the field price plus the pipe line charges, and 

Plus the 5 cents e barrel loading marge, 


Then this is the situstion as I would 190k at it, so far 
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CO. M. Moore. -6555- 
as the general public is concerned, there has been ro 
offer made at all by the Imperigl Oil Company to 
make these facilities available for delivery for to 
elther tank cars or tank trucks, except at the existing 
rate of 5 cents? 

A That is the one that is in vogue at the present time. 

® ° Anyway those are the costs for whatever the Commission 
may want to make of then themselves? 

4 surely. 

f) Mi. COMMISSION“R LIPSET?T: Do I correctly understand 


your position, as fer as you can méke the arrangement 
these facilities are aveilable only to the one customer, 
the Royalite, and that they are refused definitely to 
every other cu: tomer? 

A With the prices being passed through the Royalite, they 
are available to anybody. The Royalite is the Pipe Line 
Company and it is their terminal storege we are talking 
about. They are making the delivery. ‘‘e are the contractor 
that is making the delivery for the Royalite. 

C You perhaps have not seen the interim report and the 
legislation that was passed on it, Mr. Moore, have you? 

A I do not know that I am very familiar with the legislation. 


I have seen the interim report, sir. 


(Go to Page 6556). 
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THE CHAIRMAN: LI think it is fair to say that 
iro Moore, I dc not suppose you are as yet speaking for 
your company in saying that you will defy the Government 
you are merely speaking in respect of your offer? 

A Yes, and this is the offer which has been submitted ijir. 


Chairman. 

Q Quite so, and I thought in fairness to yous--+ 

A I do not want the Commission or anyone here to think that 
we are going to break the law of the land exactly. 

Q No, I just thought perhaps it would be fairer for you on 
the record to have that cleared up? 

A Thank you very much, sir. 

MR. FRAWLEY: That is all I have. You have 
something to ask, lire Plotkins? 
TC MR. PLOTKINS: 

Q Yes, Mr. tioore in connection with this 2 cent charge for 
loading tank cars, are we to understand that the reason 
you make this offer exclusively to Koyalite is beocause of 
the fact that you will be drawing out of their storage 
and they will be standing any degradation or loss? 

4 I think you should ask that for the Royalite, I have not 
given that matter any thought. 

Q You told us you had made a reservation? 

A No, I simply said that price did not include that, sir. 

Q well you, in charge of the refinery and in charge of the 
Royalite's tanks at the refinery and with the knowledge 
of the losses you have shown us here, of roughly 1/2 of 1% 
I am asking you a fair question as superintendent at the 
refinery, is it because the 1/2 of 1% is being taken care 
of by the Royalite that you are making the offer of @ cents 


only to the Royalite? 
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A I do not know where you get the idea that: the 1/2 of 1% 
is being borne by the Royse lite. 

Q Only from your own words end your Own statemonts telling 
us that you have taken this oil from tho terminal storage 
and naturally that you have t it out of the terminal 
storage, it may be possible that in your inter-accounting, 
that the Royalite would then stand that loss and I am 
asking you? 

A I did not say that the Royalite did stand the loss, sir. 

Q I didn't say thet you did but I am asking you if they do, 

and if that is the reason? 

fhey have not stood that loss to date. 

They have not stood that loss? 

No. 


eo eS a 


You then tell us now that once the oil comes into the tanks 

in East Calgary Refinery that the Imperial Oil, you, the 

Refinery, stands all losses, is thet correct? 

A At the present time, sir, we have stood this loading loss 
up to the present time. 

) 80 that in the 5 cents you are now charging you inelude 

the loss in handling end the degradation in gravity? 

Yes. 

And that is vart of the cost cf loading, to you? 


That is the way it has been operated up until now. 


Oo &_ HB & 


Now this degradation, how does the schedule run at the 
present time, the gravities change from, we will 20.9 or 
from 39.9 to 40.9 before there is a change in price, is 
that correct? 

A I eannot understand that, I do not quite understand you, 


jell there is the £& cents increase or decrease according 


& 


to the gravity? 
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A Yes. 

Q A point? 

A Yes, I quite get that. 

Q So that there is an average between the two extremes, in 
other words you may buy 39.7 and you may buy 39.2 and you 


may buy 39.8 at the same price? 


A Right. 

Q Correst? 

A Yes. 

Q So that we have an average there and is it not a fact that 
on the other hand when you sell you also have 4n average 
and you benefit s0 that one offsets tihe other? 

A So far the books do not bear out your assertion. 

Q The Books? 

A No, the records. 

Q Is not tmt schedule calculated for that particular pur- 
pose so as to protect the purchaser? 

A I would not think so. 

Q You would not think so? 

A No. 

Q Well how does the purchaser protect himself then, it is 
not customary in the oil business for a purchaser not to 
protect himself? 

A I am not in the crude purchasing business. 

Q You are not in a position to tell us? 

A And I am not in a position to answer that question. 

Q Is there any other reason or might there be any other 


reason in the refining that would cause degradation to 
be refleoted in your books which might not be in fact 
due to the crude shipments? 


4 Not so far as crude receipts are concerned I would say. 
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Not so far as crude receipts? 

No» 

What basis did your accountants use in arriving at the 
-44 and some more fractions as the loss in loading tank 
Curse? 

That was the difference between the out-turn of the tank 
car and the available products in the tank cars. 

Now earlier in this inquiry you, I believe, gave us to 
understand that you pulled from almost any crude tank in 
your refinery when it comes to loading tank cars or oven 
tank trucks? 

I told you thatI pull from any. one of four tanks. 

The Royalite only has three? 

Right. 

So that if you were to take crude to charge your still or 
for any other purpose and the records were not kept acm 
Gurately there would be a possibility of this figure of 
+44 would not be the actual one? 

And I didn't tell you we took crude from the samc tanks 
that we were lcading tank oars now, either now or in the 
past, when I have been on the stand. 

You did tell us a little wnilo ago you were pulling from 
four tanks anc have you more than four tanks? 

No, but I did not tell you I was pulling from four tanks 
Bimultaneously, lir. Plotkins, or for two distinct different 
jobs, from one tank on two jobs at the same time. 

“fell we will leave that alone. However, how old is the 
refinery in Calgary, when was it first built? 
in 1923. 

From time to time your crude lines have been changed as to 


position? 
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Yes. 

You now have a maze of crude lines running through your 
refinery? 

I would not say a maze, we have several people that are 
intelligent enough to follow them without a map. 

What ? 

I have several people down there intelligent enough to 

follow them without a map to get around. 

[I am not reflecting or casting any reflection on you, it 

is customary in the average refinery of the size you 

ma nage--=-- 

we have to have quite a number of lines and various aes 
to facilitate operations. 

Yes, from time to time? 

Yes. 

So that over a period of years you accumulate a lot of lines, 
dead ends, is that correct? 

I would not say that we have very many dead ends. 
You heave some? 

I am not quite so sure of that either. 

Well some, just a short time ago, were not your lines all 
overhauled and straightened out? 

That 1s a continuous process we do from day to day and 
month to month. 

So it is possible and in fact usual in refinery operations 
to lose products of one type and another, is that correct? 
That might be possivdle>. 

Yes, is it not? 

I would not say there would be any particular advantage in 
losing crude oil into gasoline or even in a fuel oil, it 


would all have to be rehabilitated before it could be scold. 
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Q But in your refinery you have a gathering system that 


gathers. all the tail ends of wll tho products? 

A If you are referring to the sewer system, we are well 
pewered, yes. 

Q@, 80 if there is any spillage or any mixture take place, 1% 
ig recovered in the sever? 

A It is recovered in the separator. 

Q It i8 customary, or I will say it is the rule, ina year's 
time there aay a few instances? 

A Yes, I woulda be quite pleased some year to go through the 
year without having some of those. 

Q Just as much in the handling of crude as in other products? 
Yes, quite as much. 

Q The figure you submit of .44 is only a estimate to the best 
of the ability of the accountants? 

A No, it is a figure between the gauges of the tanks used in 
loading crude oil to tank cars and the amount of crude oil 
that was charged to the customers in the books, in the re- 
ceipts. 

Q And it takes into account all the spillages and all the 
mistakes in opening a wrong valve and so forth? 

A Well they have +o be taken into account. 

Q They have been taken intr account in this figure, or have 
you just takex the dizect surtraction and ignored the 
very many possibilities of the crude finding its way into 
Other tanks cr into the sewer? 

A We have boen very fortunate. 


@ So far as---- 


We have been very fortunate so far as the sower is concerned 
and we are very careful that there is not anything to 


@reate breaks on the line that we use for this purpose. 
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On the line? 

On the line we used for that purpose. 

Did you say that Toronto prepared this cost estimate in 
loading tank cars and tank trucks fran your refinery? 
This? 

This Exhipit “24co", and’ Exhibit. "243"? 

Is that "a" and "h", iir. Morrison? 

MR. FRAWLEY: "244", 

MR. PLOTKINS: | What you presented today? 

Yes, because we have not got the figures to prepare all 
that, we submitted certainly part of the figures. 

Jo you know if the same accountant in Toronto prepared 
this Exhibit "241"---+ 

What is that one? 

This one of pipeline division utility plant necessary to 
Bervice terminal facilities? 

I would not think that they preparod it, sir. 

I beg your pardon? 

I would not think so, I will have to plead ignorance of 
that, I have not even seen it. 

BO you are not in a position to tell us? 

Not at ail. 

Have yuu any explanations to offer why last year the in- 
dependent, that is the Lion Refining and the Gas and Oil 
Products, shipped to a number of refineries, small re 
fincories, in Saskatchewan, and this year the Imperial are 
Bhipping direct? | 
Not a bit, I really would not know anything about it. 
You have no information? 

I am a very poor salesman, Mire Plotkins, I have not even 


gone out to solicit any crude business. 
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8 
Q in the conversations you have had with your customers? 


Well now, you know that if I had those I would not tell 


you about those. 


Q You are on oath Mr.e Moore and you are supposed to tell 
the truth? 
THE CHAIRMAN: He says he doesn't know, Mr. 
Plotkins. 
MR. PLOTAINS: het is.@ai.h, thank you. 


TO MR. FRAWLEY: 

Q Mire Moore, I will have to ask you something more about 
those 2 cents? 

A Will you let me see that; so we will know what we are talk- 
ing about. 

Q At nic bottem there, you say it does not inelude? 

LOBS.e 

Q Loss in volume, gravity, degradation and insurance, now we 
have discussed gravity, degradation? 

A And Volume» 

Q We have discussed both of those because my suggestion is, 
80 you will be clear, whether you agree with it or not, it 
is my suggestion to you that the question of gravity, 
degradation and loss in volume can be e purchase adjustment, 
hot a service adjustment, you see at least what is in my 
mind, you can simply adjust with tne purchaser when he gets 
it in his tank car and if you have suffered some loss be- 
Cause of the fact you have bought a specific gravity and 
sold him a certain lower gravity, he must pay you sonething 
that can be worked out as a purchase adjustment, couldn't 
Lt? 

4 I would think so- 


Q For tho moment assuming it can be done that way and thereforo 
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not be any concern of ours in endeavouring to ascertain 

what the cost of the service is, then the next thing is 

that only leaves the question of insurance? 

Then in that case the insurance woul@ be the insurance in 
transit, from the tank to the tank car was the only thing 
contemplated. 

is there anything to be added now to your 2 cents for in- 
surance? 

I would say, sir, that if there was the possibility of wear 
and tear and breakage, where loss and breakege can be in-~ 
volved, there might have to be something added there. 

I would like to know you see, whether or not we can take the 
2 cents, whether I cantake it for the purposes of my sub- 
mission to the Commission as covering all of your service 
costs in getting a barrel from your tank into the purchaser's 
tank cars and I am setting aside this question of gravity, 
degradation and loss in volume tc be dealt with differently? 
I would say then that if the loss in volume was taken care of 
your 2 cents-~=- 

Would be it? 

Yes. 

And under no worry about insurance? 

I would think so. 

Now that gives us some satisfactory statement and now how 
about the 7% cents a barrel? 

Well you have the same point on there I think. 

The difference does not include loss in volume, gravity, 
degradation or insurancc* 


No. 


I wanted to be clear, I am of course contemplating a 


Btranger coming into your yard, not dealing with the 
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Royalite at all, he is coming to you to do business with 
you as a public utility so far as these loading assets 
are cOncerned and he asks to buy a barrel or 100 barrels 


of crude oil? 


Yes. 


Is your cost 7% cents and allowing also the question of 
loss in volume and gravity, degradation to be taken care 
of separately, as I call a purchase adjustment? 

The same thing applies, yes. 

Insurance has not then to be added? 

Noe 

You see hir. kioore, one of the things we have to know and 
the reason I was trying to be at some pains with respect 
to the number of cars you moved last year, shipped last 
year, as shown by uxhibit "242" and implemented by Exhibit 
"243" for 1939, you see one of the things the Commission 
asked us to find out was the amount of storage, how many 
thousand barrels of storage are reasonably reqired to 
Supply adequate delivery facilities, you are perhaps in a 
better position to answer this than iir. Coultis whom we 
asked yesterday, now just having in mind this kind of 
thing, delivery into tank cars and tank trucks, I would 
like to know if you can tell me, and based on your 19388 
experience coupled with what you know of 19389----- 

I am afraid I will have to go a little further than that, 
Mr. Frawley, I will have to discuss my own personal 
Opinion of pipeline and that might---- 

I would be very glad to have you do that, I do not know 
at the moment what you mean? 


I would say, sir, that looking at the pipeline in the 


“position thet it is in with its peaks ant low periods, 


that that pipeline would have no chance of being efficient 
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and properly doing its work if the storage was cut below 
120,000 barrels at least}; now to make that quite clear as 

to why I based that statement, anything ean eut off a 
dertaih amount of these shipments, through floods or 

wrecks or fires, the possibility of something happening in 
Calgary at the plant that are using it also have some risk 
attached and when you recall that last summer your peaks 
went up to around 29,000 barrels, then sir, that pipeline 
would not have very many days to work on if the storage was 
curtailed shortly and lost barrelage canno% be recovered 
maybe in the month that it should be recovered in; the over- 
all peak, sir, on the prairie last yuar was in August and 
September peak loads, if that happened to be the time you 
Zot into trouble=--~ 

Yes, now you are having in mind of course and I am glad to 
have your views about this, you are having in mind only 

the operation of this storage to provide delivery facil- 
ities to tank cars and tank trucks? 

Yes, I think timt the pipeline should have at least three 
tanks in its terminal services for the best operation and 

it will heve to be a very smooth operation to get down to 
just two tanks in its terminal service. 

So that the Commission will know what that charge of 120,000 
will provide, using the average sized tank car, it meaus you 
have 600 tank cars of crude in that storage, you have not 
got those in barrels, it looks as though you shipped just 
roughly about 8,000 barrels to Regina for the I-O- at Regina 
and 190 cars to the Bo Ao, not of your own? 

8,000 cars instead of barrels. 

8,000 cars I meant- 


8,000 cars. 
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Q Of course I do not know---= 

A You know, sir, I would not be sv interested in hew many 


cars I shipped to a customer as I would as to how many 
cars I would have to ship on peak days, bir. Frawley, and 
this is a eats of peaks in several lines of businesses, 
not only the oil business. 

Q I ao not want to be any party to not letting there be 
enough storage there but I want to be clear that we only 
had in mind that one stcrage? 

A qguite. 

g Just storage to provides+-— 

We have loaded 60 cars of crude in a day down there, 
well you see that, you put that on 240 and you will find 
you have handled a Little bit of oil. 

Q That is what I am getting at, you say on a heavy day you 


would load 60 cars? 


A We have loaded 60 to 65 cars. 

Q And you have 600, that is 10% of your storage? 

A Yese 

Q Now doesn’t that throw some light on it, let us pursue that, 
you say 60 cars out of there is a good heavy movement? 

A Yese 


Q And you have only touched 10% of your storage? 

Of course you don't figure the tanks to the top, neither 
do you empty it. 

Q I do not know? 

4 You would not like to take oil on the last two feet of a 
tank, Mir. Frawley, down near the bottom and I would not 
like to give 1t to you. } 

e) On your heaviest day you have only dipped into your tank 


10% and then let us see, you have three days, three peak days, 
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you have only dippad in 30%, you are a long way frem the 
slugs at the bottom of your tank on that day, 600 cars 
and your big day of 60 oars, that is the information i 
was trying to dig out of this Exhibit. I think that is a 
thing that is important, however that is your submission, 
Mre Moore, that may need storage capable of hrlding 600 
cars, although mn the heaviest day you would only move 60 
Gars, are you including Imperial's movement? 

A No, no, oh, in the car movement, certainly, your sheet 
shows the Imperial's movement. 

Q Thig 120,000 barrels of storage? 
You take the 200,000 barrels, what figure did you use, Mr. 


Morrison, in making up 600 cars. 


MR. MORRISON: 120,200 barrels. 
A Well I do not know, one of us ise wrong. 
Q MR. FRAWLAY: 200,000 barrels. you see we took the 


average car? 

That would be about 500, would it not at 240. 

Mh not at 240, the average car we took, not the peak car? 
Uh, the average car, 


Yes? 


- @» & oS 


I sees Well I think I would take off about the bottem 5 

feet nf each of these tarks, Mr. Morriscn, and about the 

top 2 or 3 feet, that isa pretty safe workihg average, 

I would not want to run my sil too low in the tanks and 

neither would I like to depend«-—~ 

@ How about the 120 tmt you were recommending, the 120,000 
barrels of storage, 600 cars or whatever the proper figure 
would be? 

A Yea. 

Q ihe 120,000 barrels of storage you are mentioning is neces~ 


Bary for providing facilities, does that inelude storage for 
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the cars you would ship tu your refinery at Regina? 

No, I would say we would take care of thet. 

Then if that is so, then the 60 cars that you move then 

in one day, does that include the’ shipments to Regina 

to your own plant? 

In the figures we made for last yeare----+ 

Would we not have to take those off? 

/@ell you can take them off, you ore as good a guesser as I 
am, Mr. Frawley, on this 1939 shipping, it fa quite a dife 
ferent set-up to what was 19388. 

Let us eliminate the shipments toe kegina to your own company 
or any shipments to your owf company and what would ve the 
heavy day, that is what the Commission is interested in, 


what would be the heavy day? 


THe CHAIRMAN; Why do you take Imperial off, Mr. 
Frawley. 
MRe FRAWLEY: Because in my submission the Imper- 


jak is operating its own business---+- 

THE CHAIRMAN: But are you treating them different- 
ly from other refineries in Saskatchewan? 

MR. FRAWLEY: What I am trying to get at, sir, is 
how much storage they should have to provide. 

TH’ CHATRMAN: They should nos be treated any bet- 
ter but they shozld not be treated any worse. 

MR. FRAWLEY: IT am not concerned with what storage 
they need, either storage or maybe facilities that they need 
for their own shipments to Reginae I am anxious to know 
whether the 120,000 is too much or too little? 

MR. FRAWLEY; would you suggest that we go ahead and put in 


some more loading facilities to handle the Regina shipments? 


No, you have them? 
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A You said you were not concerned with the present equip~ 


ment for loading to Regina and I want to be clear on 
that. 

a I expect you will use, I will put it that way, I expest 
you will use your public utilities to carry on your ows 
business, it is perfectly natural that you should, well 
now just let us clear it up and I will not pursue it ,to 
labour it, I would like you to refer just for tho sake 
of my question, to dimegard in this peak loading, peak 
day movements the shipments to Regina, how many, what 

would that bring the 60 down to and that is ail, 
and taking the B. A., it 18s a mystery now so far as your 


company is concerned? 


MR. HARVIE: Ls there any evidence of trat at 
all? 
MRe FRAWLEY: Oh no, so far as I am Soncerned it 


is common sense. 
MR« HARVIE: It is too common. 

Q MR. FRAWLLY: What would you bring the 60 dow to, 
Mr. Moore? 

A I might as well start and make these figures all over, you 
asked me for one thing last night and you have been running 
around the country quite a ways. 

Q Take all the time you like, I am quite apologetic, I am 
working along as well as I can? 

A May I have a piece of paper for a moment, I have only last 

year's experience and I cannot tell you anything beyond that. 

Yes, last year's experience? 

Oh probably about 7 cars a day figuring Sundays and all. 


Seven? 


SS 2 &. = 


Yes, I would say that that would be, based on last year's ship- 


ments, Mir. Frawley, it would take atlout 7 cars a day to ship t6 
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the smaller refineriss to take it by tank cara. 

That would be the average Hf course and what would a big 
day be, what would september and August? 

That is the day I took the statement. 

Oh, the 60 you gave me a moment ago comes athe to about 
7? 

Well look at your bottom figures, you are as muoh of an 
adding machine, to decide who got the ¢@rudeo-++ 

Then if that is shown if I am at all right, just assuming 
that I am right that there is a distinction, assuming 
there is a distinction between what you shipped for your 
selves and what you shipped for the other people, then do 
you still think you need 120,000 barrels storage there? 
Don't you think that the pipeline must be able to operate, 
Bir, even in a case of Gapacity, even although someone 


has to go arowid ard pick up that oil afterwards. 


(Go to number 6572). 
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Q Now, take seven times the biggest ear, seven times 240 
barrels? | 
A Vellyytheteisil750 barrels a day, roughly. 
Q 1750 barrels a day. You have enough tank capacity 


for 600 and I am only asking you to relate the 600 
that you have in tank capacity to the 7, or on the 
other hand, 120,000 and 1750. Now, just relate those 
two figures in your mind. 

A If you are only going to take tank gars, yes. But if 
you are going to take evening up the working of the 
pipeline, in‘ case of not being able to make delivery, 
Mr. Frawley, 

For the tank cars? 

A Oh, no, I am talking about anybody. The pipeline 
must have a safety valve on it somewhere, Sir. 
For what? Just elaborate. 

A Suppose, for instance, we had a nice big lovely fire 
down there and we could not take any crude for a week. 
We would simply notify “r. Coultis we could not handle 
any more crude for this week. And suppose it is in 
the peak season. 

Q Yes? 

A You have a new pro-ration immediately effective in 
Turner Valley. It is not good common sense. 

Q Who carries the load for all that, the Royalite Oil 
Company or the Imperial Oil, the pipeline or the 
refinery. That is all. I am only talking about the 
Royalite Oil Company as the operator of the terminal 
storage making delivery into tank cars? 


A Iam only talking about an emergency, Sir. 


2 OTR 


Ope: saat? xovae 


(stds dein ht od eemest 


etaavet , yas = : eioaned OST 5 “wa 


a Pusuade were? UES awa Sat get 2 28 


COs cult wbetes it OR mate ‘cine ata TD nee (00 


vi 9 <4 Fs Vy ne & a 
ant se76 ,T an 


ot QT (nese a 2 owe ae 
i GAGE ay aia I Be Ne aks . Wigs » 4. eel oy: & 308 OE F. 7 7 ” 
/ 


|, Bake rab) il 
4 30 poe eres et Bet oP BAtOR e 
‘ody. To etiivteas ose Ge Bre Te ROS en | 
LeraNElal vise ol elie gaked Tos TO meme rs @ ee 


7G 188) 


2 3 eps sites ng ol 
enitenig wa Chery Tie 


ad arte tee. 83 


ike lsvetivemre 94 ao ve 


ay yPetse | Be 


vo ¥ Sprite ee 2 4 i Yr i i 
td ‘agin, sded on 43 See aa 


Sbirrs ee ater iret Hy f ehrpaty 


efiwsd foo hives ow altined iS is 


at ek dh -Owog A bia .deow 


$2 43 


as ogi teat Ta elsda t ism HOLES Te 


~egek aocmos Boon ox 


fit etiiever aie jgsedt fis 10% 

any %6 an thagic @ao: :i30 {stveqal edt to 
7 ont trodes sii ageAd ise fag 62 fie Bh tog? 
Catimiot sf? Ao Lorpiwsaqs sit 
Satie daar ofnt 


vite. ,yoseqaeie. as 3 


a2 
C. M. Moore. | Dicks 
Q Who carries the emergencies, always the pipeline 
company? 
A Not necessarily. 
You have them though? 

A Let me put it to you, we cannot take delivery say for 

move OF Six days. 

Q Then what happens? 

feo ennd We will say our deliveries for the five or aix 
days would total 7,000 Larrels a day. There is only 
one way a pipeline can keep on an even keel and that 
is to keep on accepting that 7,000 barrels which they 
cannot deliver, in Turner Valley, or get a new pro- 
ration order until such time as the refinery is able 
to take on its rated load. 

Q I ean see where they are going to be completely short 
of storage if your fire was a very bad one, and your 
breakdown is not for seven days but twenty-three times 
Seven days. They are going to have to have a huge 
storage? 

A IT would say that would be an entirely different prop- 
os:ition. 

Q Well, it would be your time to have a new pro-ration 
order? 

A Iwould think so. That would be common sense. at the 

same time it would be also common sense to run your 

utilities as regularly and as evenly as you can, if 
it was only something that might be temporary. 

Q Of course, thet is all very fine. If the pipeline 
could do that, even in spite of the fact they have very 


nice field storage. You are not losing sight of that? 
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A Not a bit. 

Q But they still need the field storage and need this 
great big terminal storage? 

A Onee in a while last Summer we needed both the 
terminal storage and all the field storage. 

Q But you are not limiting yourself to the storage 
necessarily incidental to delivering to tank cars and 
tank trucks? 

A mon oir lam not. I think that the safety valve 


should be applied to the pipeline. 


D 


I understand what you mean. But if you were, and I 

will ask you to limit yourself, whether it be right or 

wrong at the moment, to limit yourself to just storage 

| 4 facilities necessary and incidental to delivering to 

' tank trucks and tank cars. It would bring it down? 
A I would say you might get along with about 60,000. 

Let us get all these things on the record so there 

can be submissions made about them. Just half would 

provide adequate facilities for tank cars and tank trucks 

and then the other half to look after emergencies for 

refineries? 


A Cre tank vcars; Sis, 


2D 


Emergencies, you say? 

A Yell, tank car shipments, if you want to call those 
refineries, I guess you are right, call them refineries. 

Q So then half to look after emergencies for refineries 

and half for deliveries into tank cars and tank trucks. 

There is nothing here in the two Exhibits, Exhibit 

Pes4" and Exhibit "245" for Seances ia there? 


A No, Sir, nothing. 
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THE CHAIRMAN: You might explore those two 
ietms of investment on Exhibit "244" and Exhibit 
"245" respectively. 

) MR. FRAWLEY: . Mr. Moore, are these your 
figures or are they Toronto figures? 

A They are Toronto figures. 

Q Can you tell us anything as to the amount of $8600.00 


which you show for the loading rack? 


Q THE CHAIRMAN: What loading rack is that? 

Q MR. FRALEY: It is your loading rack? 

A The loading rack down in the yard used for crude loading. 

Q THE CHAIRMAN: It is the existing onc down there? 

A Yes. 

: Q MR. FRAWIEY: One that has been there since 

eg257 

A No. 

Q When was that put in? 

A It is a reconversion of some facilities that were put 
Biya (1925. 

Q About the loading rack. Is that the loading rack you 

have in at $8600.00? 

A Part of the equipment was there in 1923 and part of 

it has been put in the last three years, or two years 
@ on A nat. I amonly speaking from memory, 

Mr. Frawley. 

2 Pump and lines, $31,000.00. That is what you are 
Operating in connection with your loading rack? 

A Yes. 

Q And that has been there for many years? 


I put that in, we installed the pump and made the 


necessary changes to convert it when we required it for 
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loading. 

Roughly, how long ago was that, do you know? 

Ye started loading ears, I think, sometime in 1927, 
didn't we, originally? 

After Turner Valley was discovered? 

Yes. 

Is that $31,000.00 the investment, the company’s 
investment in that; the actual investment taken from 
the books? 

I would say so, yes. 

These figures are the book costs? 

Yes. 

And then you have allowed depreciation. Now, the 
trackage, $3,224.68, is that what the company has 
invested in trackage then? 

Yes, that is the value at the present time, used for 
this pursose. There is lots of trackage used in 
getting cars in and out of the yard and that is not 
in that particular cost. 

This is the investment in the trackage necessary----- 
At the loading rack. 

Necessarily incidental to loading? 

Yes. The terminal lines in and out, Mr. MeGillivary, 
are not figured in that at all; 

THE THATRMAN: Take the loading rack. We 
have been speaking about,. $8600.00. That is the value 
of the rack as a whole? 

Yes, ready to load 24 cars. 

If it was used 10%, on the scheme that has been put 


forward on your operating for Royalite, and the other 
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oOo YF 5 = 


90% would be used for Imperial’s own purposes, I 
Suppose. I use the figures arbitrarily? 

Weether, ib i610, or.20.. 

Yes. It is a rack used by the Imperial for its own 
purposes? 

If you will observe these figures, whether it is 8,000 
barrels per day or 5,000, and the reason you can get 
your costs in such shape as that is due to the fact 

you have not to put up something which is just for one 
particular purpose. You are interlocking your utilities, 
as it were. 

All right. The actual investment then is in respect of 
assets that are used by or that would be used by both. 
Either to serve the Royalite in the way you are suggest ing? 
Yes. 

Or to serve the Imperial, as the case may be? 

Yes. 

Hach using it, as it happens, you would, perhaps, be 
harmoniously using it that way. Now, we turn to these 
direct costs. That relates only to the costs to the 
Royal ite? 

Oh, no, that relates..... I do not get you now. 

Take salaries,for instance, $511.47? 

That would be our division of salaries that went against 
tank car loading. 

It would have nothing to do with what proportion the 
Imperial was paying in respect to its own operations? 
Oh, no, that is the entire cost last year against that 
erude that was loaded on that rack,Sir- 

MR. FRAVWIEY: Including the Imperial shipments 
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A And.the B. a. shipments, oh, yes, they are all 
included. 3 

Q MR. COMMISS ICNER LIPSEPT: Roughly, two-thirds of 
the shipment were for Imperial and one-third for 

Be A. and other shippers? 

A Roughly, yes, that would be about correct. It is due 
to the volume that goes over that rack that allows the 
cost to be in the state it is in. 

~Q THE CHATRIMAN: Truck leading would be 4 
new investment? 

A Yes. 

You haven't that material there at alli? 

A Oy O1T. : I have taken advantage of the 
service station soading, the white products, to establish 
| the cost. And that is the point where I would want to 

load the crude because I have a service man there at 
definite stated hours. 

2) Over and above the physical assets that are described 
in these Exhibits, "244" and "245", under the heading 
"Investments", the only other physical assets that 
would be required in erect ion with the terminal 
eperation of the pipeline---- 

A Would be one for. trucks. 

: Q Would be one for trucks and, of course, the tanks to 


the extent that----- 
A There is one tank in there. 
Oh, there is one tank in there? 
A One tank, I think for the purposes of making that, 
I think,if I recollect, we used second-hand tank car, 
which would keep the cost down considerable from what 


it might be. It would be just as efficient for that 
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purpose as somthing else. 
Q Then all that is left then for terminal operation 
Over. and above what appears on these two Exhibits 
is insofar as tank car and tank truck loading is 
coneerned, would be 1-60,000 barrel tank? 


MR. FRAWLEY: Yes. 


A No, not 1-60,000. 
Q THE CHAIRMAN : I thought that was your 


last word? 

A No, 60,000 barrels of storage, but preferably in 3 tanks. 
60,000 ene ye: capacity, but it must be split. 

Q Yes, I see. 
MR. FRAWIEY: There is one thing I 
certainly overlonked. I think you told me a moment 
ago this was Bie eoabend ts investment, original invest- 
ment in that particular loading rack and the particuler 
trackage and pump and line. Is that really what it 


is, do you think, or is not that the replacement figure.. 


Because you would not be suggesting----- 
| A I think that is a replacement figure. It has been put 


Upein this. form: 


ro) 


You should show your accumulated depreciation otherwise? 


| JA This would be a replacement figure. 
THE CHAIRMAN: Replacement new? 
MR. FRAWLEY: Replacement new, really. 
THE CHAIRMAN: You do not know how they 


made it up, in fact, Mr. Moore? 

A No, these figures are probably replacement figures. 
mowcer Os administration, Sir, and depreciation----- 
MR. FRAWLEY: If You were to accept the 


proposition that the Commission is interested in all the 
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facilities required to load for others than the 
Imperial Oil, accept that for the moment. Then, of 
course, the investment would be less, would it, or 
the same? 

A Oh, the same. Since that is based entirely on just 
the cost, I would not expect to be able to do a job 
through Regina better than that. 

Q What would your investment be, if you will assume now 
we were going out to construct a little plant to just 
serve, based on the 1928 experience, serve the people 
other than the Imperial Oil and the British American? 

A Then you would have to have a considerable investment. 

Q That is true. I wondered if it would be any different 
to this? 3 

A I eannot tell you. I just used my own yard and what 
facilities I had. 

Q How much direct costs? 

THE CHATRMAN: APcer all, nasn't he giver 
us all the physical assets and the figures showing 
the replacement costs against them. He thinks that 
is what it does mean. Then he says there are three 
more tanks of 20,000 barrel capacity required. Now, 
those are their physical assets. If they do not 
choose to come and prove their costs, all right. Why 

} bother with it at all? 
MR. FRa‘TLEY: I am only guessing about 
bt “hat about the $8,204.52 for burden? 

A That would be overhead and intangibles, that is what 
we call burden. 


Q Burden, $8200.00? 
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A 


It might be what you might call a bookkeeper. He is 
on the pay~roll but he does not do anything con- 
structive. He 1S more or less the policeman to catch 
the other fellow. 

What about administration, $5,060.00, that is a 
proportion, of course? 

That is the figure that was handed to us. I would say 
it was a proportion. 

And so would burden be a proportion? 

Oh, yes. 

MR. NOLAN: I am going to ask you some 
questioms, Mr. Moore, if I may? 

THE GHA TRMAN? Yes. 

MR. NOLAN: So far as the investment 
costs were concerned, do I understand they were made 
up in Toronto? 

They had our costs here on operation. We carry no 
administration or depreciation figures. 

Well, do you know whether the figure of $42 ,824.63 

are replacement costs a no t? 

I think, Sir, they were replacement costs. 

Well, do you know that by reason of anything you did 
to supply figures? 

Yell, I took some figures East with me, Mr. Nolan, and 


we did ascertain the cost of that rack here. I know 


that. I think these pump figures are replacement costs. 
That pump cost and rack figure. I did not figure up 
myself. 


You mean the loading rack? 
Yes. 


MR. FRAIEY: He ascertained it definitely. 
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MR. NOLAN: ‘hat did you mean, you 
ascertained the cost? 
We took that off the figures we had here at the time, 


our book figures here. 


MR. FRAWLEY: Then that is the original 
investment. 
MR. NOLAN: That is what the Chairman 


wants to be clear about. 

MR. FRAWLEY: Something of cne and 
something of another. How about accumulated 
depreciation, if that is what it is? 

There were some extraordinary changes made to change 
over the loading facilities and the unloading facilities. 
They were taken more or less in our stride to keep the 

stock moving. 

MR. NOLAN: Ve have a figure of 
$42,824.68. Is that what it would cost to-day to re- 
ereate or reconstruct new the facilities? 

I would say it would cost at least that. I think 
the trackage figure is very nominal. 

Why do you say it is nominal? 

Because we did not have to construct the tracks to 
these points as they were already there. 

THE CHATRMAN: I take it Mr. Moore is 
not clear, whoever put dow these figures, and made 
this sheet, whether they looked to the original costs 
or to the replacement costs. 

I am inclined to think they are replacement costs, Sir. 
MR. NOLAN: That is something we might 


find out and it might be of assistance to the Oommission. 
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Q Now, I wantea to ask you something about the amount 
of storage. You ee in your opinion, under: certain 
circumstances there should be 120,000 barrels, and 
under other circumstances 60,000 barrels. Now, if 
we had, for example, 120,000 barrels capacity of 
storage, Hot all of that storage, not all of that 
capacity would be available at all times, would it? 

A Pwould say not, Sir. 

Q Well, you spoke about some feet on top of the tank 
and some number of feet at the bottom of the tank? 

A Right. From a practical standpoint I would not take 
the bottom four or five feet out of a crude tank. 
What about the top few feet? 

A Well, at least give your gaugers room enough to get 
transferred to another tank before they go over the 

| top, because that would be one of those unexplained 

losses again. 

Q What I want to get at is if you had 120,000 barrel 
capacity storage, how much of that is working storage 
and how much is not? 

A Well, if a tank is only just constructed and gone inte 
service I would say possibly out of a 40 foot tank 
you might consider pumping it down to the 3 foot level 

| and bringing it up to the 38 foot level. 

; You take 5 feet off? 

A I take 5 feet off, approximately. That would be a 
statement that would cover the first three or four 
years of the operation of that tank. There is always 
a little bit of degraded stock in the bottom of a 


crude oil tank. 
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Q What I want to get at is, by what figure would 
these figures you have just given us, reduce the 
capacity of 120,000 barrels? 

A That would take off 18,000 barrels, off 3-40's. 
Roughly, 1200 barrels to the foot, or 100 barrels an 
inch. | 

0 If there be 3 tanks of 40,000 or 20,000 barrel capacity, 
could you draw from the 3 tanks all at the same time? 

A No, you expect to have the pipeline turned into one tank. 

Q What I want to get at is this, is one tank charging 

while the other two discharge? 

Possibly one charging and one discharging. 

What the Commission would like to know is----- 


Why we want the third tank? 


Sa + pp 


Yes, and if you can draw from these 3 tanks at one 

and the same time or have one or more charging? 

A I would prefer to have one tank in the interim idle 
and two tanks in service, one being pumped into and 
the other being pumped out of. 

Q You say you prefer that. ‘what reason have you te 
support that? 

A From a safety standpoint, because if I happen to be 
loading out of one tank, and discharging from the end 
of the pipeline into the other tank, it would be 

) necessary on account of phe ueviccourats gauging, 

and accurate filling of tank Cars or what have you 

that there be an idle period in the swinging out of 

these tanks, which would be one of the funetions of 
the third tank. Then you would simply turn the valve 


into the third tank, shut off the valve that was being 


ee Bry Ye 


wh ae 


f r V . s me ahee po oni 
| Mow aoxiekh Sanya RT oe FES we 


adi tate, aaa Sarita Teel, eve s57% 30m 
hy Taientnt HG Cy ‘ ooh TT? 


~~ is Lar 
ee!) ae 
Aj, |) 0 be lls 


; ; , ‘ Pe ae 
oe Pe tant Piedeas seed TR Ots  ® 
25 , he op epie re AC ae oh hole v ye ° 


ys oy te, toe -b a ‘+ ea ; 4% Wve a 
~F b 7 ~ . | % a 3 A re ee _ “as be - Ee eka as 
' ' re ES 10 BOWpedY 
ay ahs ah e igs ? ‘i be 4 
) : 43 a Fea > ; : : 
/ a 
:“ = ro | sy sit iaw 
} + y ¥ ? a { . ai y 3 {} Listy Ak we 
| - a AL) PX J Bs . 
ieee OS Ae j 
Shur epee 
aie ee te ace 
i oe eee ‘i Tein STs: arid A +uU FIM eo he ae ¥ 
ye Dad <7 ot , 5 f 
' et es om = PS) * 3 
" j ee ops phi ie > a Pap fe pw S ‘’ i ti 
grbayeie, UIST SkO) 82) pO AMD UR Oe eee 
A eer atok Peo: bes 
: Serta Rates fo) ‘. Ome i i 
: re ) \ 
4 iY Pare ae 2a EB epeey aia - is ve a wi 
ae, mecac a ii * ae, 9 wet A 4 c ad : “f iy aa oe " cad { ed | mY) i Pie Te i 
: ' ay te i] Ay ios | wee a ay 
ey ae dah ah le 
< nip Se ze | Y Pe . ie 3 ae + m? ‘ 
¢ i | | t € 7 e © 
q a 
. ps, ‘ | 
gars tvs Bots e d+ ae eth) Ca ee 
7 3 3 i 
. 
Ce adbmern ts amon 4e7ee etd Hoh emi as 
a ite ie i? 2 2 x] 0A ; et 
ees . ‘ pati + , 3 nee ane. ' 
eT Re misetof ph seb See SiO) aaa 


« " so pha! id, he F 
coe ett Reece’ “SA RSet, See eS meek | 


A 


) tah FG Gee ty 
wi . BA Gtos od (OER ST / Ser ei Bs fi os x08 on 
\ re oe 


~ 


; ee . : 
hae ols. 207 ae eset bae sicae des an 


a Pipe ee pete eosin, tet ogne cae 


a 


fer _: 
i. air Siem es USS S aeCaee: ts, teuciiet 06 8 
; 7 . 8 4 2 Mak .. i ia 
Gi Sud ea eG” Fae e oun oe 59 fi 


i 4 
hos gpuitgeadae co! ean EOL eet onwatt 
si roxu? oat ths gue a8 Bikvee va ,a | 
itty thxaed? (shores BTR W bor, geet 4 


sary ie 
ese Cee a OTEBY “as sto. fer iT is 


» Cc. M. Moore. -6585- 


discharged into the other end of the pipeline, am 
then make your other change at the rebate you were 
through loading the tank cars or discharging to 
someone, maybe some other tank, because I still say 

I might have to have some oil due to temporary 
conditions put into the terminal tank, which would 
later, at my expense, be pumped to my storage, Sir. 

It would be a very common sense operation. 

wn You said something to the Commission about some 
storage required for emergencies, and you made 
reference to the fact there might be a disaster to the 
refinery itself. What about a disaster to the pipeline, 
to the trunkline of the pipeline? 

aA. Well, if that was disastrous enough there would be a 
disaster to all the refineries that were taking oil 
from Turner Valley. 


Q Would it be a reason for having some terminal storage? 


be 


It might be a reason for having buffer storage. 
Q What? 
A Buffer storage at the Calgary end, from which shipments 
and supplies to local refineries could be drawn in 
case of a major disaster to the  eveaitte itself. 
THE CHAIRMAN ; I am afraid I am bothering 
you needlessly about this statement. 
A I will help you as much as I can. 
Q Take that direct cost we have there on Exhibit "244", 
is that everything that was loaded into tank cars? 
A Yes. 
No matter for whom or whether the B. A. or the Imperial 
or anyone else? 
a Yes, that is where you get your low factor is due to the 


volume. 
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THE CHAIRMAN; Now, have we finished 
with Mr. Coultis? 
MR. NOLAN: Unless Mr. Harvie 
wanted to have him recalled, and ask him some 
questions which he did not ask him at the time he 
was in the box. 
MR. HARVIE: There are just two 
possibilities. As far as the detail figures Mr. 
Goultis supplied, they have not been thoroughly 
analyzed and as far as I know there is no examination 
on those. But there are some questions I did propose 
to ask Mr. Coultis. I discussed them with Mr. Nolan 
and they are more on policy and Mr. Nolan does not 
think Mr. Coultis will be competent to answer, so 

we will have to take that up later. 

THE CHAIRMAN: There is nothing more for 


Mr. Coultis? 


MR. HARVIE: No, my Lord. 

THE CHAIRMAN: And your next witness is? 
MR. FRAWIEY: Mr. Peaker of Angle- 
Canadian. 

MR. NO-AN: Mr. Peaker will not take 
very long? 


MR. FRAWHY: 


MR. NOLAN: 


MR. FRAWLEY: 


No. 
And what next? 


In view of the fact Mr. 


Harvie's witnesses are not here I think we will have 


to go back to Mr. Burns on his production costs. 


(At this stage the Hearing was adjourned until 2:00 P. M.) 
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2 P. M. Session. 
MR. FRaWIEY: Mr. Plotkins said he 


wanted to give some evidence as to the pipeline matter. 


LEON L. PLOTKINS, having been recalled, 
: examined by fiir. Frawley, said: 
Q Yes, Mr. Plotkins, you wanted to make a statement as 


a witness with respect to the matter of terminal 


| 
: i 


storage? 
A Terminal storage. 
Q Pipeline terminal storage? 
A Yes, and deliveries. 
Q Yes? 
A 


On this question of storage I feel that probably it 
will help the Commission to present my views in regard 
to the amount of storage which I believe is necessary 
to adequately cover the requirements of the refineries 
outside of the Imperial and British American, and I 

am including all of the refineries and all purchasers 
or erude, of the’ Fest; now, if it were not for the 
fact that at times weather conditions and accidents 
prevent smocth normal operation, the question of 
storage would not be very vital, but there are not 
only accidents to take care of but weather; in my 
experience in the last nineteen years in this business 
I found ourselves where we had to accumulate as much | 
as 40 days in the Fall, weather conditions were such 
that for that period, not a wheel turned in the country, 
crude would naturally keep coming in from the States, 
at that time we were importing, we were on a contract 
and cars kept coming in and the pipeline is ina 


Similar position, the refineries are in a similar 
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position, they must accept the crude which they 

have contracted for, so we found in the past in 

our experience. I find that the Imperial Oil 

here, to take one instance, in the case of an 
emergency immediately notifien us that they must 
discontinue shipment and we find ourselves ina 
position where we have to shut down and we are 

not in a position to verify the accuracy of their 
statement that conditions compel them, with the 
result that we feel always that we are at their 
mercy; now, I believe it will be to the advantage 

of all refineries, in fact to the whole industry, 
including the Imperial and the British American, 

if the pipeline company provides itself with a 
reasonable amount of storage, and 120,000 barrels 

is hardly enough; it means less than 8 days’ normal 
requirements, and if anything happened the Royalite 
or the Imperial would be justified possibly in Saying 
"Well, ~ have only got 8 days’ supply, we will give 
you 2, and you will have to wait until conditions 

are rectified before we can give you any more." 

Now, that may happen and easily would happen in the 
busy season with the result that the business, our 
business and the other companies’ business, would 

be entirely disrupted because that is one of the 
pitfalls we have to guard against in the oil refinery 
business and marketing business, is to be able to have 
a continuous supply for cur customers or we lose them 
and we lose them usually to the major companies, so 


that from that angle I would deem it advisable and 
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I think that the refineries and the trade, the 
independent trade, would be, if they could express 
their opinions to the Commission, would be, would 
; concur in my views, that even at the risk of increas- 
ing the rate, which after all, may be only expressec 
in tenths of a cent for the extra storage, it would 
be well worth the fraction, and the present storage 
, of 2-80's and 1-40, which is 200,000 is, in my opinion, 
| the minimum that will adequately provide the industry 
with, against contingencies. Now, I do not recall the 
eost, the increased cost that would accrue to the 
pipeline and it would be reflected in the rate to 
| maintain that mich storage, but no matter what it is 
) I feel that it is, that it would be justified as part 
of the function of gathering, transporting and deliver- 
ing crude oil to the industry, because, after all, 
it is not the public that buys the crude, it is the 
refiners and marketers; now, when it comes to reviewing 
the separate terminal facilities, I have this to say, 
that while at the beginning of this Inquiry----- 
Q THE CHAIRMAN : Before you leave the tanks, 
Mr. Plotkins, de you know the tanks that the Imperial 
are using, that the Royalite have been using and 
) paying this rental for? 
A Do I know the tanks? 
Yes, have you seen them? 
A I can visualize them, I am not sure that I have seen 
them, I have seen a number of tanks but I don't 
remember the number, but I can certainly visualize the 


tanks they would use. 
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Q 


I was just wondering whether you are in a position 

to express any Opinion as to the value of them? 

Yes, to this extent, that I have considered purchasing 
an 80,000 ard a 60,000 barrel tank for the purpose 

of providing ourselves with storage and----- 

These tanks are what now, I just forget, it is in the 
record, of course, 2-80's and 1-40? 

MR. FRAWLEY: | Yes. 

Wes, e-80's and 4 4%’, I am sorry, Mr. Plotkins; go on. 
Keeping in mind that those tanks whicn are now used, 

as we have been given to understand in the evidence 
before the Commission, are not new tanks, that is, they 
were bought somewhere in 1923---- 

MR. FRALEY: In September, 1924, and 
June, 1926? 

Well, they are ten year, I mean they are older than 

ten years; now. similar tanks laid down here, approximately 
the same age, laid down here and erected complete with 
a base and all the necessary dykes, can be purchased 

and I am assuming that they are in first-class condition, 
that is, as to the qualtiy of the steel and the 
condition and their «finish or, if my memory serves 
me right, I am not in a position to definitely state 

this until I refer to some records, but I remember 

right, it is $29,500.00, that is for 80,000 barrel tanks. 
I am in a position by to-morrow----- 

Per tank? 

Per tank, yes. I would be in a position by to-morrow 

to give the exact figures and to quote them for the 


various size tanks down to 20,000 barrels. 
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The figure you gave is in respect to 80,000? 

80,000. 

And you say 40, what would that be? 

The 40, if I remember right, is around 20,000, they 
average about 70% of the cost of a new tank, and the 
cost is higher here due to the fact thet while the 
tanks can be purchased, the 80,000 barrel tanks can 

be purchased in Sunburst for $5,000.00, the cost of 
dismantling is very little, but the duty and taxes end 
transportation and re-erection bring it up to that 
figure; now, there are hundreds, Mr. Chairman, 
hundreds and hundreds of these tanks available all 
uver the United States; in other words, there is a 
surplus of steel storage at the present time all over 
the United States fields, and as a result they can 

be purchased on an average for that much money, $5,000.00 
a tank, the smaller tanks for less. 

How do they go down, you have given us 80 and 40, 

how about the 20's, Mr. Plotkins? 

I cannot say without referring back to the corres- 
pendence and quotations. 

Very well. 

MAJOR LIPSETT: We have the evidence, Mr. 
Plotkins, that these three tanks when they were put up 
in 1924 and 19£6, cost $143,000.00, of which $131,000.00 
had been written off in the intervening period? 

Yell, Mr. Commissioner, the only answer I can make to 
that statement is the same answer I made to all these 
statements; I have written it down so that I can, I 


have had time to think over it and express my opinion 
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on that matter and it is this, you see, there is a 
principle that governs all these transactions 

according to the Standard Oil practice and the 
principle, I am going to try and define it, so that 

you will be able to govern yourselves accordingly 

to interpret the value of all these different state- 
ments, and it is this, the key principle which governs 
the Standarn Oil Gompany's methods of doing business 

is to impose and enforce on their creditors, the 

public and the Government, conditions that in per- 
forming any function will effectively under all 
circumstances result in an absolute practical control 
GOrmxey Operationg: “you see, it is necessary, if you 

are going to govern prices, that you govern and control 
on a practical basis the key operations, because if you 
lose any one of them you lose control of price-making, 
Of price-fixing, so there are various steps, and I 

have recited them here in order, various steps that 

are necessary to justify prices, plausibly and in fact, - 
the first one is, to control the key operations; the 
second one is to raise costs to the limit of the public's 
ability to pay; the third one is, using these max imum 
costs in setting their own selling prices, in other 
words, if they can create conuitions for me that 

cause me to produce a gallon of gasoline at the cost of 
10 cents, they can then set their own selling price 
based on my cost of producing a gallon of gasoline at 

10 cents, ani that is in the producing end, the same 

in the marketing and the same all the way through. 

Now, four, justify their ow selling prices by the costs 


of their competitors; the competitors are really not 
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competitors because they can only play a minor role 

in the industry, they have to follow and their 

actions are governed by the conditions and the opera- 
tions that are under the perfect control of the Standard 
Oil in any one phase of the industrv: now those 

permit Standard Oil to exact several profits, instead 
of one profit, to each operation; now, we have noticed 
during the course of this testimony how reluctant 
witnesses are to tie or to give any basis concerning 

a complete operation; they split it up and usually 

and in fact almost invariably, several corporations 
divide the functions that should be and is in reality 
One operation, and that is one of the means that is 
absolutely essential, if the system is to work; what 
appears as expenses in the several subsidiary companies 
that divide themselves into one function is in reality 
turned into a profit; if we can create such conditions 
that one company Views and majors the cost to 
another company, what appeafs as an expense is turned 
partly into a profit because the original cost of 
buying a tank may be, say $10,000.00, when it reaches 
the user it is figured at $30,000.00; depreciation 

is demanded at $30,000.00; interest is demanded at 
$30,000.00 and we have that one continuing principle 

in operation in the oil industry because the Standard 
Oil in the last seventy years has been able to not 

only conduct its own business and control it from 

start to finish but has been able to create the 


companies that supply it with its every little necessity; 
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in other words, if a tank is required, the steel 
company is owned by the Standard Oil; the fabricating 
company is owned by the Standard 011; the distributing 
company is owned by the Standard Oil, and when it reaches 
the company which actually uses that tank the price igs 
‘what the head office has calculated that the industry 
should pay to create a certain cost and create a 
certain conditicn, so that that principle governs all 
these statements; now, it hey be hard for the average 
layman to believe that, and I do not deubt it is hard 
for the Commission to believe that but 1 believe that 
I will be able, if I am given the opportunity through 
the witnesses that will appear here, to show step by 
step how that is done, and with the witnesses of Standard 
Oil and Imperial Oil, because, fortunately for me, one 
man does not know what the other man does, and it is 
only vy the Commission correlating the above conditions 
and seeing through them that, it will be able to see 
the thread, as we say in French, that runs through the 
entire fabric, and connects them all, and yet they are 
independent; | 

Now, I have a few more 
remarks to make on that matter; the system through, 
the system creates devices to suit circumstances because 
as conditions change from one year to another or from 
district to district or from country to country they 
must of necessity adapt themselves to it so that 
naturally conditions or the system or the devices are 
not necessarily alike here as in the United States or 


in France or in Great Britain, but the principle 
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underlying them all is exactly the sume, because 

there is one thing that I must say, the Standard Oil's 
system as it was devised sixty or seventy years ago 

is a logical one and can be followed by anyone who 

has the ordinary intelligence and will make a study 

of the principles under which the business is conducted 
because it is perfectiy logical, it takes advantage of 
the fact that the other man is honest and that he falls 
easy prey to a group of men or to a man or to a systen | 
that raids the average man's pocket-dook, so that the 
System, as I say again, creates a set of steps, sometimes 
three, to perform one operations if conditions are such 
that that is required, sometimes five, to perform the 
same operation, five different steps if conditions are 
Sueh that the conditions require it, so that it does 
not follow that because 2. certain condition exists in 
the United States the same condition exists here, but 
it does follow that the same logic and the same methods 
are used here as anywhere else, not only in the United 
States but all over the world, and when I say all over 
the world, you may put it to me "What experience you 
have", Well, it just happens that J have kept in touch 
with conditions in the oil industry all over the world 
and a number of years ago I was asked to make a report 
to a certain Government.on the methods of Standard Oil 
all over the world and in varticular with this country 
and I had at my disposal from this Government's reports 
from their agents locateé in different parts of the 
world, and I found that the, what will I say, the 
Signs, as I expressed it a few days ago, are the same, 


whether it is in China or whether it is in Ganada, or 
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whether it is in Italy; in other words, while the 
conditions change to suit the language and the methods 
of Government and so forth, the methods of business 
that the Standard Oil followed, are exactly the game 
all over the world, so that when this Commission 
investigates the cost of production,or in this case 
we are talking about pipeline, it is impossible to 
make any diVision, clear cut division between the 
pipeline function and the producing function and the 
Setiing function’ of¥cruds o11, for this reason, - 
you have no doubt remarked, Mr. Chairman, that the 
witnesses, the previous witnesses in connection with 
this terminal are not very anxious to have a separate 
terminal; they have made an offer of 2 cents a barrel 
to keep it in the hands of Imperial Oil; well, the 
reason behind that, I am not imputing any motive to 
the local officers because, after all, they are only 
governed by what is decided in Toronto and New York, 
but the reason behind that is the same underlying 
principle, the Imperial Oil and its sibsidiaries, the 
Royalite in this country, in this Western country, 
mast at all cost continue to supply the independents, 
that is all the requirements of the independents entaide 
of the British American and themselves, if they are 
to retain the power to decide what the price of crude 
is and how much shall be produced, so that I, in the 
eross-examination of Mr. Moore, I asked him one question 
and I want to go back to that, if he could explain why 
last year we supplied a number of small refineries, 


the Gas & Oil supplies a number of small refineries, but 
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this year we no longer supply them, why, because we 
were even last year at a disadvantage in supplying 
them as compared with the Imperial 011 or Royalite, 
but we at least did meet the situation and this year 
the Imperial, rather than allow us to build up more 
output for crude oil and thereby create for ourselves 
a source of supply in Turner Valley under our direct 
control, is going to take less profit at their end, 
being the conditions and circumstances compelled them 
to make sure that the source of supply still 
remains in their own hands; in other words, they are 
going to see to it that no matter who buys the crude 
that crude will be produced by them or under their 
control, transported and delivered under their control, 
because if we secure as much as 10% of the production 
in Turner Valley, of the total production in Turner 
Valley, that they have not under control, not only 
the system of nominating the price in Turner Valley 
will be lost by them but the price of refined products 
Will be lost, the control and the setting of that price 
will be lost to them,so that I am coming back to that 
principle so as to penetrate the Commission of its 
importance in dealing with this Inquiry right throughout, 
‘ that all the actions of Standard Oil are key to that 
one aim, that one result, to control the sources of 
production because if they continue to control the 
sources of production, - and we will go into that when 
the time comes, - they can then dictate the conditions 
under which crude oil will be marketed, will be 
refined and will be sold to the public because there 


is no fear of competition; while there is competition 
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anongst their own units it is only to make more money, 
but it is not to benefit the public,because the only 
way the public can be benefitted would be by a 
reduction in price or more value for their money and, 
of course, that is not the aim of this system, the 
aim of the system is to exact, and that is the present 
method, every cent that the people in the country can 
pay, and when we come to marketing I will have an 
opportunity to show how that is calculated; when it 
comes to 2rude or to pipeline, it is not so vital for 
this reason, .that the oil business, that is the oil 
industry, is fortunate in having it divided up into 
divisions so that when conditions are created by 
Governments or by public popinion, that causes prices 
to be reduced in any one division, the profits of 
necessity, not necessarily are reduced, because then 
the burden or the division of profit is then shifted 
from one division to another, and until the Governments 
are able to investigate this business in its entirety 
and prevent, and correlate the various divisions; 
in other words, simplify it, the oil industry's function, 
it will always be that way. If the price alone is 
reduced, the carrying charge, reduced from 15 to 10, 
and the system demands that 5 cents because the public 
can pay it, 5 cents will be added to the cost oF to 
the crude price or to the refined price or somewhere 
in between, but the net result will not be changed; 
Now, I have only a few, 
a couple of paragraphs there that will probably explain 


that a little better; oh, yes, and another thing, not 
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only are they able to cee tas their profits from 
commercial operations but in the last ten years, 
fifteen years, with taxema mount ing from year to 
year due to unemployment end Other factors, 1) find 
ye ere on ete th) cur industry to turn taxes 


into profit. 


(Page 6600 follows. ) 
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And as a result we find that the impositicn 
of high texes and red tape instead of being a detriment 
to the Standard O11 and to the larger units, is actually 
a benefit, because the taxes are capitalized. I will, 
when the tim comes, in connection with marketing, be 
able to illustrate that. But even at the present time 
I want to make that remark because it is essential for 
the Comnission to understand these factors thot influence 
the actions of the Standard Oil, and when we find small 
companies struggling to establish themselves, and we 
find the Gover ment taking steps to close them up because 
they have contravened one thing or the other, due mostly 
to ignorance on the part of the Government officials, and 
“tha Commission before this Inguiry is terminated will 
see the role that taxes play, and it plays a big role in 
this business, because the oil industry does pay a huge 
amount of taxes... 1t is not the oil industry thet pays* the 
taxes, it is the public. ‘shat I am trying to point out 
now is that Governments are endeavouring to tax the 
Cempanies' profits end they hsve not yet succeeded. Taxes 
are not a burden but a source of profit to the industry. 
And that is one of the aspects I do not believe has been 
given to the Commission in the brief or to the Commission 
at all. Iam going to try when the mirketing phase of it 
is investigated and inquired into, I am going to try and 
show why. Now this principle, and I am talking about 
the principle of splitting up business and oreeting 
conditions, etc., this principle is applied in all the 
operations of Standard in every phase of the industry and 
enables them to maintain egainst all comers prices and 
Conditions that are calculated on the public's méximum 


ability to pay instead of on value or cost. 
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I want to make a few remarks theree The Comnis- 
sion has no doubt been struck with the fect that the 
witnesses. that were called from the #tast impressed us 
very fully that cost had nothing to do with it, it is 
competition, and we have also, at least to my satisfaction, 
have been shown that competition on the matter of crude 
oil prices does not exist, because prices are set to suit 
conditions all over the North &£merican Continent, ineluding 
Canada. So that that price is not based on cost of pro- 
duction, but on the ability of the public to pay. If the 
Gommission can penetrate themselves with this governing 
principle it will enable them to unravel the scomingly 
inexplicable complicated nethods of performing simple 
services. ‘.e find the service such as transporting erude 
oil. Normally but one company would perform the function 
or gathering, transporting and delivering. But the reason 
there is two companies, and there is a good deal more than 
two companies, beceuse nothing is done by the Koyalite 
and nothing is done by the Imperial in connection with 
transporting crude or selling crude without New York 
Peminer the tit) is, O.Ke - It is due to this foot, that 
the Imperial, or the Standard Qil rather, in its business 
cannot divorce the functions of trensporting from its 
general business because if it did it would in turn lose 
control of the different oper:tions and it is necessary 
in its business, if its system is to work, that vhen 
the Royalite is to deliver a barrel of oil to anyone 
the officers in New York must asaire themselves that it 
Will not be detrimental to their generel interests. 

With the result that ish I want to buy crude and have 


it transported through this pipe line I must apply to 
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the local officers of the Royalite, who in turn send 
me to the Imperial and the Imperial in turn wires moronte 
and in turn they wire New York and where they have all 
the information thst is necessary to find out what I am 
doing and what I am not doing, and whether I am a menace 
or not, or whether I am amenable to what they feel I should 
do or not, and then they decide whether they will sell me 
crude, or even transport crude for me. Those are the 
conditions that the Commission must understend if they are 
to judge as to the value of all these different stete- 
ments that have been presented as to costs. It will 
then be possible for the Commission to cut through and 
ignore the roundabout eleborate corporate systems erected 
to perform one operation sush és pipe line trenoports ti on 
to attein their ends «nd suit them to cxisting conditions. 
That is all I have to say in generéel. I am going 
to take up some of the individual points.Iin connection 
with the area I think the Commission has asked us to give 
them our views as to the delivery area, that should be 
Gonsidered by the pipe line delivery service. After 
Biving it some thought and consulting with the British 
Amerioan solicitor and production manager, so as to put 
1t on a practical basis, I have come to the conelusion 
that it would not be any burden on the Royalite Company 
to ask the Commission to set a three mile refinery area. 
In other words, thet anyone within a distance of three 
miles that was willing to connect up to the trunk pipe 
line - and I am going to deal with that part of it a 
little later - should be given that privilege at an 
@ll-inclusive cost. With re,ard to deliveries, while 


it is the practice and the general practice in MoNMtana 
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for the different pipe lines to deliver to independents 
or other refineries in lots, minimum lots of 500 
barrels, we here have been dealing with much higher 
figures. So I did not expect or did not hope to succeed 
in securing that lower minimum. So I am going to ask 
the Commission to consider a 1500 barrel minimum, although 
I believe it would encourage more refineries and more 
independents, to the benefit of unemployment and other 
matters, if the 500 barrels minimum were set. Because 
while one of the witnesses made up quite a lot about the 
extra cost of gauging, as the Chairman rightly pointed 
out, it is included in the cost. The Company will be 
reimbursed for any expense it might be put to and if 
that is the only reason then I believe that it would 
be better to have a 500 barrel minimum set instead of 
1500 barrels. Especially if ve take into consideration 
that as Ganadians we want to take full advantage of 
the fact we have an oil field, and possibly more oil 
fields. '.e must develop technical. men, and men capable 
of producing and refining and marketing oil on their 
own instead of it being done by somebody else somewhe re 
else. The only way we can develo» men, the only 
way any place develops them is if they have an ap podbean ty 
to start with or they can gu on work somewhere else and 
keep their eyes open and work hard and get the necessary 
knowledge to start refining and marke ting companies of 
their own. If we discourage thet or make it impossible 
1t is going to mean that instead of emancipating 
Ourselves from the present conditions as I view then, 
they will be perpetueted. 

@ TH CHAIRMAN: Whet do you mean by 1500 
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barrels and 500 barrels minimum? 

A At any one delivery. Because with 500 barrels it neans 
the average small refiner could have two 300 barrel#¢ 
tanks in respect of crude without any greet capital 
investment. Whereas if you make the minimum 1500 
barrels it means 2Q00 to 200 bar:els of storage that 
is necessary, and steel storage in the smller tanks is 
away out of prop@ tion in cost to the big tanks. You 
have no doubt noticed that as tanks get smaller the 
cost per barrel increases. A 250 barrel tank instead 
of costing 60 cents a barrel costs 33.00 or $4.00 a 
barrel. So the smller the operations the groater the handie: 
they are up against with bigger operations. So apart 
from any technical angle the small refiner or the small 
operator is already ata big advantage, and tht is one 
angle that I would like the Comiission to consider. 

Q MR. COMMISSION 2:2 LIPSST?: When you tejk about the 
three mile area, Mr. Plotkins, is that your maximum under 
any circumstances? 

A Ohno. But IT figured it would not be fair, possibly, in 
viev; of Mr. Coultis' statement, that after a certain 
length of pipe that the cost of forcing it through might 
be increased. In other words, that if you had 15 miles 
or 20 miles additional pipe line it is conceivable that 
the cost would be greater. Therefove there should be 
either a higher rate or an extra charge. 

Q Supposing you got s man say three miles avey who might 
Only want 25 barrelsf 

A 25 barrels? 

Qr some very small operator would you think that that 


Gharge should be put om the pipe line to construct three 
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miles of pipe and charge it in the generel rate? 

A WO. Yau probably did not understand me, Mr. Commissiorer. 
I was of the opinion that each refinery within the three 
mile limit would construct its own pipe line to go to 
the trunk line, and before it would underteke that 
expense it woulda of necessity have in viet some permanent 
operation. ‘hen you say 26 barrels I am suggesting that 
the minimum deliveries be 500 barrels. 

Q At one time, yes? 


A At one time. So that 25 barrels would not be possible. It 
would not be possible for enyone to ask that 25 barrels 
be delivered to them. 

Q Does it follow from that your view is in the case of the 
British Ane rican and yourself that you should incur the 

eA cost of the connection with the pipe line‘ 

£ S&fter listening to all the witnesses and all the diseussion 
that has teken place, I believe it will simplify the 
Commission's duties if that part of it is assumed by the 
refinery. I do not think it is fair but at the same 
time if it has the effect of hestening the closing of 
this phase of the Inquiry - and after all I can add this 
to that recommendation, that is that a small charge per 
barrel, possibly 1 cent, be paid by the pipe line to the 
person or corporation that puts in the line to reimburse 
itself, so that the pipe line would not be called upon 
to put up any investment and take the risk of a refinery 
never operating or a rofinery teking only a small amount 
through the line. 

That is as I understood it what you were saying before. 
But thet means in effect that ultimately the pipe line 


Fompany pays for the comiection. 
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A SUTLE e 
Your present and final suggestion is you put up the 
noney in the first instence, in your case, and get it 
recouped out of a deduction in your rate, is that it? 

A Yes. The traffic that I give the pipe line. So that 
really the pipe line customers are not penalized. 
I am furnishing the traffic thst will ultimetely pay 
for my own line. 

C That is only another way of saying thet delivery to your 
refinery should be made by the pipe line company? 


& Th:.t is correct. 


xD 


Well now, in connection with thst you suggest then the 
three mile limit? 
4 The three mile limit unless Royalite is willing to be 


more generous and make it four or five. 


Have you ever considered it from the point of view that —~ 


Q 
each case might possibly require to be decided on its own 
mrits, It may be a question in esch individual case that 
the Commissioners of Public Utilities should consider? 

A “ell in any case the refinery will have to make application 


to the Board of Public Utilities for a connection, as I 
understand the present Act. And the Commission, the Public 
Utilities Comnission will then be in a positicn to review 
any factors thet may influence their decision. But as a 
matter of practical oper: tion if th: refinery itself is wil- 
ling to putwup the money to find the right-or-way, overcome 
@ll the obstacles necessary to connect with the main pipe 
line and take deliveries at the minimum rate, the pipe 

line is out nothing. It stands chances of creating for 
itself additional revenue. So that the individual cir- 


Gumstances should not weigh into the matter only to the 
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extent that the Commission, the Utilties Commission 

might ueem wise. such as fire risks going through certain 
territory. But I mean’as a commercial risk, there is not 
any reason why the Public. Utilities Commissioners should 
discourege even a very small operetor thet is just starting 
in, that might not be able to build up his business for a 
yeer or Wo ye. rs to any appreciable amount, yet he 

must if he is to be given any opportunity, be connected 

to that pipe line. So if he is willing to put up the money, 
to put in his ovn pipe line and satisfy the Public Utilities 
Commission as to the conditions, I deem it Eaters 

thet he should not be penalized just because he is starting 
in, and might not have as big a market as his competitors. 
You mee¢n if therc is any question about the desirability 

of the investsient for the connection, thst you think the 
retiner should put up the money in the first instanee and 
then get it back by abatement in the rate? 

meee Correct, Sir. . Of course, it may be said, as. hx, 
Goultis has said, it cost ,»700,00 to put in the connection. 
Of course them figures are just on a par vith all the 
ro the figures. ‘that. I mean by that is, in my opinion 
they are a little excessive. dven thet could be borne 

by the refiner if the Commission so decided. St the same 
time we will assume that those figures sre correct and it 
does cost »700.00. The possibilities of extending the 
market for our crude out-weigh any considerations of a 

few dollars that it might cost extxve for either storage 

or pipe line diversions or anything of the kind, because 
again I want to point out that unfortunately this business 
is an integrated business and we o@nnot look et it strictly 


from any one vietpoint. If the industry hes a lot of crude 
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ave ilable in Turner Valley and its object is to market 

that crude it will have to make sscrifices in some ede 
in one or another, ne put that crude on the widest possible 
market. As the Commission will provide the funds for 

oper: ting, or for making possible 4 rate that will be 

sugh as to give a profit to the Royalite, I believe that 
the minor matters such as these connesotions we are talking 
about, should be disregarded on a strictly economic basis. 
Because as I have already pointed out there are other 
aspects and that is we want to encoura.,6 not only the 

sale of cil but the development of the human element in 
this oil business, vhich is strictly Canadian and indigenous 
tO this country. If we place all kinds of obstacles such 
&s exist to-day, we are going to continue in the position 
we are to-day. Before this Inquiry is finished I think 
the Commission will be satisfied that we are playing a 

very minor role and the marketing of the Turner Valley 
Crude is out of our hands entirely. I hope that that will 
br ae out anc something done ebout it. 

(, If I am not interruptin,, you too much, Ms. Plotkins, there 
is another matser that I think perheps you might develop 
@ Little too. You have told us your ideas about delivery 
as far as your refinery and British American are concerned. 
You have also told us Be Sti your opinion on storage? 

4 Yes. 

« Woulé it be possible for you, you hav: seen the figures 
that have been produced this morning as to the investment 
in delivery facilities in the Imperial yard, would it be 
Possible for you, either et the end or now, or your 
engineer by inspection or in any other way to give us 


your idea of what the present value is of the facilities 
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that are necessary for making al] these déliveries to 

truck and to tank cars, including the three storage 

tanks you think necessary. “hat you think a fair 

operating cost of that would be? 

A Three big storage tanks you refer to? 

Q The three you considered necessary that are there. If 
you could give us a figure of the present value of 
them. Because if delivery is going to be made obviously 
there would have to be something included in the rate for 
it in some wey, and if you could give us your idea of 
the capitel value of the investment that is recssonably 
necessary for delivery, and also any assistance as to 
What you think the cost of thatt service is spread over 
a year? 

A I cando so, Mr. Commissioner, The only thing that is 
worrying me right now is my men are all working and it 
would take e little time. if you would give ne two days 
and if the Imperial will furnish the details or allow us 
to inspect the property, I certainly feel we could give 
the Commission the figures that we could erect them for 
and would undertake to erect them far. 

Q I was thinking somewhat of their present condition, and 
of the extent to which they are needed for this delivery, 
aS apert fro, the extent to which they are needed for the 
Imperial, which is not a public utility. 

4 But, Mr. Commissioner, if I may express some views on that 
MSUteCr. «6 .*s 

Q ‘hat I was thinking of, Mr. Plotkins, the actual facilities 
for delivery down there ere used partly, or would be used 
partly in connection with pipe line deliveries, and on the 


Other hand they would be used partly for the private bus- 
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iness of the Imperial as distinct from the Publie 
Utility busines:? 

A Yes. 

Q If we could g=t some assistance from you as to what the 
capital value is, the cost of the given property, proper 
to the delivery service and what that delivery service 
exactly should be, it might be of some help. 

s i Want tO @xpress an opinion here, Mr. Gomonissioner, if 
Ll may. If we take the figures into consideration, is 
it of sufficient importance to delve into these minor 
matters whenwe heave not gone into it in th: t extent in 
tie Mea jor matter of the pipe line investment. In other 
vords the question of storege and these other delivery 
facilities are, after all, insofar as they represent 
investments, very small. If you will study them you 
Peering Line major item is operation. in other words, 
labour in connection with it anc administration. snd 
the thing that struck me in all these statements is 
the duplication of labour. In other words where 
separate corporate entitivos make thet possible, you 
might have one msn performing three different functions, 
@nd on a: book basis it could be set out as three dif- 
ferent salaries. I am going to illustrate that probably 


Bre paca ll Vs... 


> 


‘mat Iwas putting to you in reference to that, ir. 
Plotkins, is this, whether you have any figures that you 

can give us thet would be of assistance in arriving at the 
Correct figure or whether you think these figures as they 
stand are eorrect and should be accepted by use I am asking 
an expression of opinion from you, either after you have 


inspected it and you heve worked out what it should be..... 
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‘a ee like an opportunity te state that and give you 
an answer, Mr. Commissioner. I would not want to express 
any offhand opinion. 

Now another matter I want to draw to the attention 
of the Commission in connection with the deliveries of 
Bede O11 (1S ese 04) 

TH! CHAIRMAN: Leaving aside for the moment 
what actual costs of operation are; leaving aside for 
the moment the actual capital investment in respect of 
terminal facilities; there is something else regardless 
of the capital investment, perhaps the pyblic should 

only pay a fair rete? 

Yes, 

Vhat is a fair rete? Do you care to express an opinion? 
m teair rate for loading? 

In respect to all types of deliveries. Assuming everything 
you say is right for the purposes of this question only, 
that these integrated companies have ssveral charges and 
everything else, and that charge can be piled upon charge. 
It does not touch this. The service to the public is only 
worth so much? 

Yes. 

And perhaps in some people's view the public should only 
pay so much because they should only pay that which it is 
worth, and perhaps that should be measured by whet is 

paid in fields where there is unrestricted competition 

in that kind of service. But bringing your mind to that 
type of valuation for the moment, have you anything to 

say as to whether or not the proposals made, that you 

have heard, are reasonable or unreasonable? I mean to 


say I am not now discussing at all that this Commission 
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Mt.. Plo teins»: 

Ee even consider the proposals. We are not here to 
receive proposals but rather a figure given, be ita 
reasonable one or not? 

You are now referring, Mr. Chairman, to the 2 cents charge 


and the 7% cents? 


Yes. 


(Go to Page 6613. |. 
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Well on that subject I am weighing tht figure wainst the 
24 cents per barrel thet the Interne tional and the two or 
three other pipelines in Montam charge for a similar 
service to the smaller operators; what they charge te the 
Imperial Oil or amongst themselves I do not know, but 
having thet in mind, 2 cents would appear very reasone ble; 
forgetting about capital investments and all that, so 

that when it comes to truck loads, having in mind---- 

TH: CHAIRMAN: Excuse me please, so that we will 
not have any confusion, you are talking about a flat 2 
cents? 

@ cents a barrel. 

Yes, you are not talking about any additions, about los- 
ses of one kind or another or rental charges for tanks or 
anything else? 

No. 

You are talking about a straight 2 cents? 

Straight 2 cents for loading.charges with no additions at 
all; in Montana we pay and have paid 2% cents and there is 
no extra charges of any kind, it is just 24 cents a barrel 
added to the erst of loading. 

Yeas? 

And having in mind our cost of loading and any other ef 
ficient refinery8Scosts of loading, when you take inte 
consideration that we do not have e crow and an office and 
everything else just waiting for that particular loading, 
I would think the 2 cents would produce a pretty good 
profit; that is all. 

And equally you think it ia not an unfair charge mainst 
those whe require the service? 


foe do not think it is unfair. 
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Now you were going to speak=---= 

Of the truck loading. 

Yes? 

Well the truck loading-~--« 

MAJOR LIPSETT; Just a moment, hir. Plotkins, just 
before you pass from that, that 2 cents loading charge 
would be made of course from the amount of crude which would 
be loaded into tank cars? 

Yes, on the capacity of the tank oars. 

I mean the total emount would be two or three million bar= 
rels in the year, we have got it? 

lt would not amount to that because the refinerios would 
only be charging those that they load tank cars for outside 
of their own organization; I mean the Imperial for in- 
stance or the Koyalite could only be loading tank oars 

for those who are not able to load their own. 

And it would impose, it would be imposed on the refineries 
in Saskatchewan or any other place else? 

Yes. 

Independent refineries? 

Yes. 

Now have you any idea as to whether one could estimete 
What the total of that 2 cents spread over thet many gal~ 
lons would be, do you think tht should be made as a 
separate charge for loading or do you think it should be 
part of the general system of delivery and included in 

the delivery rate? 

LI believe it should be made a separate charge because 
after all that is a different service and while it may be 
part of the delivery it is a different kind of delivery 


and requires different pipe service and without giving it 
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very much consideration I would think that it would be 

fair to make an extra charge. 

Well now on that and I am again trying to get your views, 
you take the view, I take it, that delivery to your re~ 
finery should be done within the rate, part of the bulk 
rate charge? 

Yes, by the way I am changing that, after giving that mat- 
ter some thought: I made a note here, I made eae note that 
while it may be justified to have an extra rate on its 
merits alone, that to ercourage sales which will in turn 
increase traffic for the pipeline and reduce the rate it 
could well be included in the delivery, in the all-inclusive 
rate. 

I was just anxious so far as I was concerned, Mr. Plotkins, 
to have it ventilated and to get your views, because there 
are the two points of view, one is that you deliver right 
into the refinery, the same as the imperial? 

Yes. 

The second angle that may be suggested is that you should 
deliver into the tank cars just as much as into the refinery, 
I do not know, but if you have any views upon it I would, so 
far as I am concerned, I would be glad to hear them? 

There is this difference, Mr- Commissioner, the delivery into 
the refinery. all the risk and responsibility is on the re~ 
finery at the delivery pcint. 

Ls that not at your tank? 

at our tank. 

In your property? 

In our property, whereas if the pipeline or the Imperial or 
anyone else loads. it is responsible until the time that 
tank car leaves, is in the yard or on the property of the 


Garrying company; the railway, so that there is a risk there, 
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there is insurance, there if a lot of other items that 
might be 6cnaeivably taken into consideration. 

But if you treat your tank on your property on the one 

hand and the tank and the railway car on the railway, are 
they not vtoth the same? 

They are a different matter, no, for thia reason, when we 
sell a tank car of refined products we sell it at e certain 
price, and if we sell a truck load, we sell it at a truck 
load price. 

I am not thinking of trucks for the moment, I am trying at 
the moment to get the picture of the similarity or dis« 
Similarity as between delivering into the tank at your ree 
finery and delivering into the tank on the railway frei ght 
yards? 7 

In the final analysis there is not any, beyond possibly a 
little more work. 

THE CHATRiiAN: Well in the one case they put it 
into your tanks at your refinery? 

Yes. 

In the other case they, as I appreciate it, they must put it 
into a tank? 

Yese 

And then elevate it out of that tank into the railway car? 
Yes. 

It would appear at the moment to me to be a secon’ operation? 


It is, no doubt about that. 


And whst Mr. Commissioner Lipsett wants to know is, what your 


views are, if any, as to that, for any reason, being ineluded 


in the one general rate? 


Personally I would like to see it included in the rate having 
in mind the general advantage to Alberta and to our industry 


and to the Public, in that it will--- 
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Even although you would be one who is helping to pay for 
the service with which you are not concerned? 

But in turn I would benefit through the increased throug h- 
put that possibly would accrue to the pipeline and would be 


reflected in a lower rate in the future, perhaps. 


MR-e FRAWLRY: How about the tank trucks? 
THE CHAIRMAN: We are just coming to that. 
MAJOR LIPSETT: There is no question, I suppose, 


wre Plotkins, that under any circumstances, as the Chair- 
man pointed sut, that when it is loaded into the railway 
tank car, that that must go into a storage tank first, there 
i8 no such procedure as putting it from the pipeline into a 
tank car I presume? 

Not on a practical basis. 

So there is that much additional operation,that you first 
put it into a storage tank somewhere and then put i4 from 
that into the railway tank car? 

That is correct. 

And that is part of the storage I suppose that Mr. Moore and 
Wir. Coultis told us would be necessary for the service? 

Yes, but you see this storage is already necessary whether 
you load tank cars or not,» 

Yes, I get that point. 

So the storage end of it is not very material. 

Now when it comes to tank trucks, 
again we must sacrifice the economic angle, the same as we 
do in our business in various instances and satisfy demand, 
conditions, but it occurred to me this morning and yesterday 
when the rates of the proposed costs were given to show that 
Buch a rate would of necessity drive these trucks to getting 
their supplies direct in Turner Valley because-+~~ 


THE CHAIRMAN: what is tiat, I am sorry I didn't 
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follow that? 

If the rete is going to be anywhere near 7% or 10 cents 

a barrel to get loaded in Calgary at the terminal or at 
the Imperial Oil or anywhere else, having in mini that it 
can be trucked from Turner Vakley direct for 26 cents a 
barrel or less, the average small refiner that wants to 
get his deliveries in tank trucks will go direst to the 
Valley. 

And why, I mean then taking the present rate as your guide? 
Yes, that ia-correct, no, I am wrong, I didn't take into 
consideration the 15 cents; I am keeping in mind my own 
cage where we pay 6 centa. 

mow are hoping to get rid of that? 

I am hoping to, that is correct, I am sorry, 7% cents a 
barrel is quite a lon@ting charge and having in mind that 
1t can be performed at the same rate and at the same time 
as the other operattons and by the same man, possibly that 
phase should not be loaded up with the expense which has 
been shown on the statement and that is about all I care to 
Bay on that except to express the opinion that 5 cents a 
barrel would be ample and will cover the cost and a profit 
on loading tank trucks under all reasonable conditions. 
MAJOR LIPSETT: Well now just on that again, Mr. 
Plotkins, if I might pursue the thought I had before, that 
5 cents in the estimate of 100 barrels a day would be 
$5.00 a aay or on the 7% cente would be $7.50 a day and 
that of course spread over the whole throughput of the 
line would be an infinitesimal sum per barrel? 

Trucs 

Very small, have you any views as to the cost of trucks, 


Whether that should be absorbed in a general rate and 
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given free delivery or whether it should be a separate 


charge? 
A Well as a matter of fact-——«+ 
Q It occurred to me that in the case, I think, of Mr. Munree, 


he gawe evidence that if he got oil delivered to him eat 
his trucks, that it would cost him I think 9 cents he said 
to bring it to his refinery and I think he was willing to 
pay that but if you put 9 cents and then 74 and then the 
pipeline rate, it makes it a very big thing and I was just 
wondering whether you had any views as to whether that 
delivery to trucks should be in the general rate or not? 

A That is one thing, I am glad you mentioned, iv. Commissioner 
and Mr. Chairman, I was distracted at the time, we have the 
15 cent rate, we have 73 and we have 9 cents, that is about 
all, that is the least it will cost to take it from the 
terminus of the pipeline to the refinery of Ire Munroe ard 
we may not, we have then a condition of 31% cents; it 
Gan be trucked at a profit from Turner Valley for 26 cents; 
there is no doubt, and it will eliminate that re~handling ; 
I ai distracted a moment from your answere+-~ 

Q It is the same point, on that basis the traffic would not 
pass? 

A No it would not and until the pipeline rate comes down to 
where it is less than 26 cents all inclusive, the trucks 
will go to Turner Valley and 26 cents produces 6 cents a 
barrel profit, so that actually the cost is 20 cents and 
it is conceivable to me that an independent, obtaining 
his oil in truck loads, will prefer to deal with an in- 
dependent producer and not have the Royalite or anyone else 
handling his oil because there is another advantage, apart 


from the loading time, the Imperial will impose conditions 
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that will make it difficnlt for the trucks to get there 
and to get delivery, that is basing myself on my past 
experience and there is another advantage of the truck 
going to Turner Valley, it will be able to pick its oil 
and get the actual oil which it purchases and for that 
reason if the rate was ebove 5 cents, 15, 5 and 9, that 
would be 29 cents, it will be more profitable anda 
practical for the individual refiner that wants to buy 

oil in truck loads to go direct to the producer in Turner 
Weetey if he is eble to buy it. 

MRe FRAWLEY: Jhat is the 9 cents, Mre Plotkina, 
please? 

The 9 cents is the least you can truck a barrel of crude 
from one point to another in the City. 

That is from the loading rack to Mr. Munroe's refinery? 
Yes, or even to mine, it will take that much, you have to 
load it and unload it and you have to tie the truck up. 
That is 315 cents? 

Yes, so that from the truck loading standpoint I am glad 
to see the Imperial discourage it because it will most 
likely mean that the truckers or the companies that want to 
buy their crude in truck loads, will go direct to Turner 
Valley or other fields, and there is another aspect with. 
Connection to the trucking, if we discover a new field 
Which is not on the pipeline and until that field produces 
in sufficient quantities, the only market it will have will 
be small refineries that buy in truck loads and that is 
usually an incentive for independent operators developing a 
new fiela to continue their operations because in a good 
mahy Gases, due to the fact that the Standard Oil or the 
Imperial wilt not buy their cruae at the initial stages of 


development, because there iB not sufficient quantities, 
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the operators usually find themselves in financial 4if~ 
ficulty in being able to sell their crude so that trucks 
and refiners buying in truck loads bffer a meank of dis« 
posing of that crude and those trucks are theh able, 
particulurly when weather conditions are favourable, tb go 
there, so that that will be a benefit to the industry as a 
whole from the standpoint of Alberta; now that is about all 
Pronn pay, L ondnks 

THE CHA IkivAN: shat will be the benefit,if what? 


£) 


A Lf the truckers are not tied down to buying from the Im- 
perial Oil at the terminus. 

Q | There is no thought of trying to tie them to the terminal, 
but what the Commission is curious about is if they do not 
want to truck from Turner Valley but they do want to get 
truck waggon loads at Calgary, first, along the lines of 
your reasoning at whet price must they get it in-order to 
make it desirable that they should seek it and also what is 
right for the Imperial or the Royalite or both, ‘that they 
should be required to do the service for; merely vecause 
it costs more to bring it from Turner Valley by truck'or 
rather that it would cost more to get it at Imperial, than 
to haul it from Turner Valley by truck, does not mean that 
the Imperial should have to do business at a loss; there are 
two considerations, one, what is fair to the man who wants to 
truck and two, is it also fair to the one performing the 
seivice for the truck man? 

A Well in order for the truck refiner to purchase on an 
equal basis at the terminus of the pipeline, than in Turner 
Valley, he would have to get his oil delivered to him for 
17 cents all inclusive costs of transportation from Turner 
Valley to Calgary under present conditions. 


Q WAJOR LIPSKTT: That is on the present rate base? 
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A Yese 

Q THE CHATRiuf MW: Yes, on the present rate base, 
tht is allowing what for loading? 

A 9 cents for trucks, it would allow only 2 cents in this 


case because the 15 cents is the regular pipeline rate. 

Q And yet you say that < cents is all right for the waggon, 
the tank car? 

A Yese 

Q And you de think, don't you, that the tank trucks should 
pay something more? 

A Should pay a little more Lut if the conditions are such 
that if you charge more they do not come, then they do net 
come. 

re} Well of course you do not assune now that we will not in- 
crease the rate or reduce it as the case may be, so you 
Gannot work on that very far, what is this particular ser- 
vice worth? 

A EL would estimate that everything else, having in mind all 
the operation, the neture of it, the cost of performing 


that service. 


Q Yea? 

A That “=< 

Q And the capital which must be invested to perform it of 
course? 

4 Yes, the possibilities are,without going into figures, my 


best judgment would be that it would require at least 7% 
cente a barrel. I am taking thet into consideration, I 
an setting that figure because as ir. Coultis has pointed 
out in the Winter there is not very much moveitent; at 
certain times of the year there is a lot of movement; yet 


you must be prepared to supply the service at all times and 


¢ 
Me 
’ : 
’ 
4 
J $ es 
i +. 
ae = Ne 
2 bale ase 
ah wee mt are boat ae 
4 rho = oe te 
4 ‘a ‘ aoa y bi % 1 tie ivf 
ae, 
 * : 2 ; nm cee 
: EE Se eae 
: on Baa & Cot ee “* 
ei aly a SeoLes Se 
Ce iGe aa 
Meare its 4 a 
& 3b ts ie we SIE ‘ a 
: ») Bee cae Biya ses co i +7 | 
Rods = ee > 
> ee > sd mag x a 2 % a 
be ph es ce wee o 
; BO) ae OT 2 BOR 
7 
SF ag oa afr) es ; 
cae b. Panel uy fay 
4 #6 
rao jae 
/ Fees 
* sore 7 
tS ae at 
ras ico y ahs * 
Oh eae | anes s 
ek ” 
; 2 ge 
~ , f ? 
. j 
. 
es Se 
a & <q 


; hen ‘ * 3 ae . 
Le ST Rs ee ae 


SoSUb Pee igts SUA Sie ene Y as AD 20 208 : 


on ae 
pee > \ ca a 


OL oe ran eens 
pak oe Se 


6 °f Pte 


a 


ets he a tea + he 


Sethe tes ivy @  ——— s “o 
, ee ; Ted, 
* Vo gi a latiqas odd 9 be 
. ¢ . 4 A 
, a. a ot . js «a . 
Ro ae + oa 
Soe oe ese iis ks rei 
NS eas ss : Ras ck ee ala “3 1 bat 
“=~ pike " . P . x oe , 
: & gal 4 | * il 4 6. haa Bg [ w ae chee why A 
Prater anc< aus es 
- rae oa) * 


oe 1: amie fied” 
= snbeial “i tes! 
+ ais patties na 


tot ot al to 


Jiwmhbayorn 20 


L.L.Plotkins 


C~4 
1% 


+O O23 


while it is no doubt the ‘ntention of the Rayalite to 
restrict delivery to 8 houre a day so as to reduce the 
expense, yet there is expense and if the volume, now 

that would be, I want to qualify that 74 cents, that 

would be at the start when there is a comparatively small 
movement but as the movement increases, which in my mind 
will increase, why then of course that gam be reduced be- 
cause the cost will come down in proportion. 

MAJOR LIPSETT: You think that, then, should be an 
extra, added on to the rate; I rather gathered your view 
was that that might prevent the traffic from passing at all, 
or do you think it should be absorbed by the whole body? 

7% cents a barrel today will eliminate that traffic but 
whether the rate should include delivery to trucks or not 
Iam not, I have not given it any thought, I do not think 

I would be justified in expressing any opinion. 

TH CH/ TRAD: Do you think a refinery down in 
Winnipeg should be asked to pay for truck loading up here? 
No; now there is an espect there, Mr- Chairman, which 
probably will qualify that; we are now dealing with trans- 
portation as transportation divorced from the question of 
production but unfortunately the effect cannot be divorced; 
the man producing crude in Turner Valley, whether it is the 
Royalite or whether it is the Lion or whether it is anyone 
else, is im this difficulty under present conditions to 
find a market for his crude, hoping that when conditions are 
changed he may be able to gc out and get more markets and 
supply it with his own crude; in other words, no one has lost 
the hope that they can gc out and with their ewn efforts 
develop more markets for crude and not have to divide them 


up with anyone else, so in spite of present conditions every 
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one is striving to get the additional market direct, so 

t hat when anyone comes to me,* not the Royalite because 
they are ina different claan, but to any independents 

to buy crude, if there are impediments in the way, such 

as extra charges, the custom is to absorb that, for the 
producer to absorb that, so as to equalize the conditions 

to the purchaser with the major companies. It is undere- 
standable because if you cid not, the Inperial will sell 

the crude, and in my case they are at an advantage, so it 

is pretty difficult just to treats it as a distinet oper 
ation when in the minds of the refiner that buys the crude 
he ie concerned only with what it costs laid down, the 
intermediate charges usually he is not concerned with and in 
fact, to use the usual language which ia uped, and I have 
dealt with a number of them "what is 1t going to asst me at 
my refinery in tank gars” and he compares that price with 
what anybody else would sell it to him for, the Imperial or 
anyone else, so if there are any charges, whether they cre 
fair or unfair, if they can be perfcrmed for more money than 
we Gan charge or for less money, we have to look at the whole 
operation as one and sell our goods in competition with the 
other fellow, so that I do not Know, I hope I have made that 
point clear that, whether it should be included in the rate 
or not is really beside the point because from the tank 

car loading view point or from the truck loading view point, 
after all the different purchasers will go to the different 
Bellers and find ovt what they can do and they will take in- 
to consideration the existing factors, no matter what they 
are. 

Yes, you always lve to do the best you BE rwenyi: buying oil 
asp cheaply as you can and selling it as dearly aa you can I 


Buppose but we are trying to arrive at what is just, if it is 
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desirable to have one rate, is it just that we shoulda, 
having regard to the interests of everybody concerned? 

A It 18 a question of policy, tr. Chairman, it is just at 
73 cents if it cost 7% cents to produce that service; on 
the other ham it might be good policy to charge only 5 
cents and have the industry or the produsers of the pipe- 
line absorb the rest so it is a matter of policy. 

Q Well now how can it be a matter of policy, I mean, as to 
what the rate will be and that of course is something that 
we shall probably have to deal with? 

A Yer. 


2 But regardless of what the rate is, I am just thinking out 
loud now? 

A Yese 

Q Without having come to any final opinion about it, regard- 

less of what the rate may be for loading tank trucks, what 

bothers me is, should the man who is buying oil in Winnipeg 

heve the price he must pay effected by the pipeline charge 

which takes ina service that he gets no benefit from 

whatever? 

No direct benefit. 

No direct benefit? 

If we take<--<-- 

You say that is looking at it too narrowly? 


Too narrowly. 


~~ S| Sf = 


That if they in time build up a big enough trucking bus- 
iness, truck waggon business, that it will increase the 
throughput and will lead some other body to lower the 
rate? 

A Yes, and not only that but as I have pointed out already, 


the trucks are the only means or were the only means in 
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Turner Valley, in the develkopment of Turner Valley, of 
marketing the products and as @ direct result of the 
encouraging of truck traffic and small refineries, it 

will be the means of continuing or extending the reserves 
of orudse, so that everyone in the industry in Western 
Canada will indirsctly benefit and when we take into con= 
Blderation the loss, if any, because we have not, we are 
only estimating cost, that will result between a rate of 

5 cents we will say and 74 cents, if they amount to a 
thousand dollars or Dea al if you take them and compare them 
to the total operating costs, they will be reflected in 
such a gmall way that they will not effect any one user of 
the pipeline to any extent. 

And in the result it is your opinion that any charge in 
respect of tank trucks should be put in the rate? 

Should bee - 

Put in the general rate, one general rate? 

Well that depends again if the Commission sees fit to in- 
clude the tank cars in the general rate. 

Quite? 

It might be as well to include the tank trucks. 

You have already expressed the view that the tank Gars 
should bef 

Yes, and I think the tank trucks, if you take everything 
which I have dealt with into consideration it would be jus- 
tified to include the loading of tank trucks too in the 
rate. 

MAJOR LIPSET?: Mrs Plotkins, in your own cage, I 
renember, I think you gave evidence about the time that you 
took your oil by truck? 
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Previous to getting the pipeline connection? 

That is right. 

Ani I think at that time if my recollection is correct, 
you said you got that just for the pipeline rate, with- 
out any extra loading charge for your trucks at that time? 
That is correct, sir. 

Jere there any special circumstances why you should have 
got that free at that time or was it just the same prin- 
Giple, that you would have gone to Turner Valley by truck 


if you had not got that concession? 


(Go to number 6628) 
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Iam just trying to recall the circumstances. It 

must have been something unusual. Usually the 

Imperial do not give me anything for nothing. 

It is the only instance I can remember in the evidence 
of the delivery to trucks having been done free. 

It was the result, if I remember correctly, of unusual 
circumstances. But at the time there was no mention 
made by Royalite or Imperial that I would be called 
upon to pay any extra charge. 

You just paid the pipeline rate? 

The straight field price plus the pipeline charges. 
Were there loading facilities at that time for loading 
to trucks? 

Well, I did not see them myself. But there must have 
been. If I remember right, I sent our transportation 
manager over there and the Imperial provided the 
loading, some method of loading. 

THE CHAIRMAN: Mr. Moore discussed it 
this morning. Is it crude you are speaking of? 

Yes, crude. 

MR. FRAWLEY: Mr. Plotkins, I want to be 
clear. Do you think that the 2 cent rate is all right 
and it is all inclusive. You have in mind your own 
loading cost and the 2% cents you pay the Texas Company 
in Montana? 

Yes, not the Texas Company, but its subsidiary, the 
International. 

Yes, the International? 


Or the Illinois Pipeline, whatever it is. 
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That 2 cents then, you think, is all right, and 

that includes or that should take care of any 
necessary storage? 

Yes, because, you see, the average refinery, if I 

were called upon to load tank cars I have got to 

store it, you have got the crude and if anything it 
lowers my losses because it increases my volume 
through the tanks. 

Now, I want to be clear, you have in mind that it 

takes care of any necessary tankage? 

Yes. There is only one phase there, if it is 
divorced from the pipeline, in other words, if it is 

a separate company that loads, what I mean is by a 
Separate company, not the Imperial and not the 
Royalite, but if it were some unconnected company, 

the situation would be changed. Because when it comes 
to the Royalite and the Imperial it makes no difference 
whether Mr. Moore says he loses one-half of 1%, the 
fact is the two companies together have 1% handling 
allowance, and if that 1% will cover both operations 
there is no loss. But if I was called upon as 4 
Separate company to do the loading I would have to take 
into consideration other factors, and one of them is 
bottoms. In my tanks as the pipeline fills it up 

from day to day there are accumulations there, what we 
call bottom settlings, and the result is in time we 
have to empty it and throw that out, and that is a loss. 
That is one place we would lose. The next place would 
be in cvaporation an@ handling, and possibly, although 
the matter of gravity in my experience has been very 


Slight, it is true that at certain seasons of the year 


reth getter squrevandialt ee -c10ty 8 
She: awa Teswo: taedy ali ogy: 

ti wel? PEE Ras. bere eee TOR; hel “soe (4 
ASE LON! WS bey Secs Pounce cemor ia: 

44° ERR tetas et eredt Soe! ae nee of. oe {3 i me 
Has) Pee oe Ys + ae aie 


ey ae 


Bt’ th Tt [ome seed , EE va sala ; His 
edit 2° ation wettieh eae aa: mals vert 
wee ra: tt’ gear. To ieee eine: Sa ee ; 

pest ibs Seger: it + Foe) RRB GIO: 
Waa e Hottesnocemtt aan) amen ha A 
seomen sit viovier  <propihyaey, nits Hy et ‘pve ode i: 
ABIEYEEIT SE on. atten: fh Bese ee ‘utes et nero 
dt? “2 to Pike eee oe eR ati ok he | 
me feces. att eyed ede Bano oo arn owed ait ak: 

ero tivation: phot head iy er seh ps3 kas: ** 
ee ans nog bei tee gaw hte yf ivet onan ¢ 
pie! ow avad Sileew TD aabtaal: eer ob oF 


ao areaytt: “to: ei Bey tod met Ten Col reece 


t 


| Cy th eis eeioate Sanh eee ae wr _vaimttog 
a fet cd enoltie Lee a ae oie veo og Yah now 
on suit xf w 2 Giipoes wait Gre mails ise natveditio 

Warne £ 6 Bh Sastt tye . hid’ Skt more pee thane ae wase cst eves = | 
Bieev oss Srax off s.e2or Brads om gop te ano * teat y a 
BD Mgwotits uldtecoy Bre jyaktbaed hue croiteragaweint ae 
| iis neesn Bail o¢anh+ eS wt a) @erresg to. 
Miblod! to axotsee wiséese! te tedt ect? tt tx fis 


a : : =: : 7 | 
an * » 
; a ' 


: 


Ry: ) 
is 
ta? Ot 


s 
‘ 
' 
a 


oe 7 
Ar 
© i i, 


ae 
- 


ae 
_ ~ 


~ 6630 - 
te Lb. Plotkins, 


Turner Valley crude is quite wild. Now, there might 
be conceivably some loss. But the pipeline at the 
present time has an allowance to cover it. So there 
again there would be another set of costs that at 

the present time do not occur to-the two companies 

if we consider them as one, that is the Imperial and 

the Royalite. 

Q nO far as my questions are concerned, that is the way 
fT am considering them. But I want to be clear what you 
mean when you tell the Commission you think 2 cents is 
a fair rate. You mean tc the public? 

A To.the public, yes. 

Q TOU COOL Mean tO Guetiny it...as Mr. Nolan qualified 
it yesterday, that that is from the Imperial to the 
Royalite and with pluses in between the Royalite and 
the public? 

A No, I do not see any necessity. 

Now, just to be clear about that. Mr. Nolan delivers 
from the Imperial to the Royalite and he called our 
attention to the fact that the Royalite pays that 
charge but it would have to add sore thing to the con- 
sumers for the loss of operating that loading, which 
he said would be from one-half to three-quarters of 
eocen tw per barrel, ani then there would have to be 
something charged to pay for the rental paid by the 
Royalite. I want to be clear that you are saying 

to the Commission to-day that 2 cents is a fair rate, 
that is as far as you are concerned, a fair rate 
which the Imperial will charge to the public? 


A To the public, yes. It should be all inclusive, 
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because it is self-evident from the remarks you 


have made if the Imperial is going to charge the 
Royalite, which already has been eredited with the 


necessary 1% to take care of these losses, that 


it would be a double charge. 


That is what I want to call your attention te. Do 
you relate the 1 cent deduction which the Royalite 
makes from the purchasers to cover the 1% whish is 
called pipeline loss adjustment account, or something 
of that sort, that that takes care of the same thing 
which Mr. Nolan indicated Royalite would desire te 
charge in addition to the 2 cent rate? 

Zt does ir the case of the Illincis pipeline when 
they ship for us, so I do not see why it should not 
either. 

The next thing is the rental. Do you say that as 
far as you are concerned that 2 cents would be 
sufficient to include any necessary tankage storage? 
Tankage? 

Storage incidental to delivery? 

Oh,yes. 

Now, to be clear, what you now submit to the Commission 
is that there is one pipeline rate which takes it 
through the gathering system, through the trunkline 
and then through service lines into the refineries, 
yours, B. A, and Imperial's, or through storage, 
terminal delivery storage and through racks and spouts 
into tank cars? 

Yes. 

And thirdly into tank trucks? 


Yes, 
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One rate to be paid to the Royalite-Imperial 
combined will take care of all these three kinds 

of service? 

That is correct. 

You eee) ere of course, that being so and the 
Imperial having been paid to do the loading into tank 
cars and into tank trucks, they would conceivably 
have all the business of loading tank cars and tank 
trucks? 

Having been paid, I do not understand. 

neil, having bech paid) that In the rate. They are 
paid in the rate. 

Oh, yes, 1 see. Well, of course, I understand that. 
You would not do any loading, but whatever sacrifice 
there is on your part or Mr. Harvie's part, that is 
ali for the general good, I take it? 

Yes, 1 see your ‘point. Well, I have taken that into 
consideration and in general it will benefit us 
indirectly more than any particular disadvantage. 

I did not suppose you were overlooking that? 

No. 

That should be,however, very clear that the Imperial 
will now, having been paid for it they will do it 
just like they transport it by the trunk pipeline? 
Yes. | 

They will do the loading just as the Royalite is going 
to do all the transporting by pipeline? 

Yes. 

That is as we see it at the moment, in any event, 
unless there is another one built. So they are going 


to do all the loading into tank cars and tank truéks 
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at this fixed rate, of course? 

A Yes, certainly. 

MR. GOMMISSIONER LIPSET?: I suppose the way they 
would work rt, be that were the principle adopted, 

would be you would ask for so many hundred barrels 

for your refinery tank and so many hundred barrels 

to be put in tank cars on the railway? 

A Yes, that is the way we are doing now. *t least we 
have done. 

Q WR. FRAWLEY: Let us follow that up. 
Supyose you had, as apparently you had last year, 
some customrs in Saskatchewan that wanted to do 
business through you? 


A Yes. 


cP) 


You would be selling them crude you had under contract? 

I oe 

Q I want to see how it would work out, what would 
happen. The company at Kamsack, for instance, would 
want some tank cars of oil. They would want to buy 
rt Lrom your 

A Yes. 

Q What would be the mechanics of the operation, so I will 
understand? 

& What they would be to-day? 


No, under this agrangement you have just agreed wb. 


» 

A Under this arrangement where the pipeline delivered 

into tank cars? 

The one. all inclusive rate? 

A What we do is, we have a credit memo from the pipeline 
telling us periodically what we have in the pipeline 


in the form of crude, that they have taken delivery of 


from our well or wells. “fe draw from that crude. 
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Now, we can odlace an order by 'phone, is the way 

it is done, and say we want so many barrels into 

our refinery and we want a tank car that is on the 

way that will reach the refinery, the Imperial Oil 
refinery, to-morrow at noon, loaded with crude, and 
Fatt ao many barrels, giving them the order and all 
the rest. The Imperial or the Royalite, whichever 
it is, will load that tank car. #e will do the billing 
direct to the refinery that we sell to and we will 

pay the Royalite in our bills for the pipeline charges, 
which will inelude loading. That is the mechanics. 
That it will have one advantage. It will put all the 
refineries and all the producers on an equal basis, 
for this reason, that if I am called upon to load 

tank cars out of crude that is received at my refinery 
then I would be called upon to take the loss in 
handling, the bottoms, etc., ami the actual cost of 
loading. Whereas, on the other hand, it will be done 
for all the independents am all the refineries at 
the one point. 

Q You see advantages in this arrangement and you see no 
important disadvantages? 

A There is one disadvantage, but I think the advantages 
offset that. 

Q Mr. Plotkins, if we were only concerned, assume with 
me for the moment we are only concerned with supplying 
sufficient terminal storage to take care of deliveries 
to tank vars and tank trucks. Assume that with me, 
whether I am right or wrong about that. How much 
storage should Imperial or should the Royalite- 


Imperial Company keep, maintain and operate? 
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Just for loading tank cars? 

And tank trucks? 

Well, you can take the peak demand and multiply it 
by 15 cays, and I think that will be the answer, 
because 15 days' supply is about a reasonable safety 
point for Joeding .~at this. end. 

Then I will tell you what that is. That will be avout 
£1,000 barrels storage. 

That is the peak demand? 


Mr. Moore tells us 7 cars was the peak demand for 


Other than the Imperial. 

Vesy.onvquit.e F 

Well, I do not know. Well, that is it, whatever it 

is, whether it is for the Imperial or anyone else. 

15 times 7 times 240. It would average about 21,000 
barrels? 

aS Mr. Moore explained, you coulé not fill it up so 

you would allow another 20% more. 

Say 25,000 barrels then? 

Yes 

25,000 barrels will take care of the storage necessarily 
indidental to people who desire to have tank cars filled 
and who cannot, as you pointed out a moment ago, go 

in and fill their own? 

That is right. 

There is a distinction in those two classes of the 
public, the Imperial and the independent refineries? 

In Calgary? 


In Calgary, yes? 
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That is so, yes. 

That is the reason I am not putting in the Imperial. 
They take their own operation at their own ex pese? 
Yes. 

You said in the opening of your remarks this afternoon 
about 120,000 barrels storage was not too much, and, 
perhaps, not enough. That capacity, of course, has 

to do with the different operation to the one I am 
putting to you? 

You see, I have this in mind, if there is a breakdown 
or any other reason the Imperial finds no more crude 
going into its storage facilities, and I am dependent 
on the Imperial, well now my past experience tells me 
if there is 15 days’ supply on hand, I might continme 
to get supplies for two or three days and then the 
Imperial will say "Well, we are very sorry but we 
cannot loa@ your cars and we cannot deliver your oil". 
So that to prevent any situation such as that arising 
and to furnish absolutely no excuse for continuous 
operation I deemed it advisable to have sufficient 
storage to guarantee such contingency. I am looking 
eat it from the entire industry and not from a selfish 
standpoiut. 

Your suggestion was 120,000 barrels of storage was 
certainly - well, my note is not enough - but certainly 


not too much for the pipeline company? 


THE CHAIRMAN: He preferred to make it 
200,000. 
MR. FRAWLEY: Yes, so let us put it 


there. You preferred to make it 200,000 for the 
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pipeline company to have? 


e 


Yes, working storage. 
Working storage, as you call it? 


Yes. 


oF 


I first put it to you, let us take it in stages, 

that is contemplating a different situation than the 

one I put to you a momen: ago, to simply have enough 

storage to take care of deliveries to independent 
refineries? 

A Thet: is correct. It is different. 

Is it not really looking to the pipeline company to 
do some warehousing for you? 

A No, all I want the pipeline company to do, keeping 
in mind it is also connected with the Imperial O11, 
who is a competitor of ours, is to find no conditions 
and creéte no conditions that will give them an 
opportunity to turn us down for our requirements. 

Q Yes? 

A Tat is all just a cold-blooded business. 

Without being familiar with the intricacies of these 

operations as you are, it runs in my mind that you 

are looking at them that they are something more thar 

a transporter, a gatherer or transporter or deliverer 

of oil, but as a warchouser of oil for you? 


4 No 


», not as a warehouser. The only reason I make 


that statement is, as I have explained before, in my 
mind I cannot disassociate the Imperial from the 
Royalite, or their other connections. The connections 
to Royalite are not founded on a purely transportation 


basis. 


guaiototek #7 
Tori i 


yeu 


Bast 


” 
ot Nw 


ine poor o neh bi 8 | 
; ee pare 
™ os 


A a. 


: 
zs 
~ 


T-4 
a1 


L. 


Q 


LB) 


L. PIOtkins. ~6638- 


THE CHAIRMAN: Mr. Frawley assumes 
this, you need extra tanks because there might be 
some trouble somewhere? 

Yes. 

AS I appreciate what counsel is saying it is why 
should not you have these extra tanks over in your 
own yard at youwleenenser One can see it would 
be an advantage to you financially to have someone 
else handle them for you ? 

Yes, from that standpoint. 

Teaving that aside, you are not speaking now as a 
person wlio is bargaining, but as a witness? 

Yes. 

What is the answer to counsel that as far as this 
emergency storage is concerned that it should be in 
the yards of the respective refineries and paid for 
by them? 

Yes. Mr. "Oneirman Slo viink’ that ts quite right. 1 am 
sorry, my mind was on a different aspect. If we are 
going to put in our own lines to the trunkline we 
might just as well put in our storage to take caree 
of our own situation 100%. 

I understood counsel was assuming you got the line to 
your own yard, for the purposes of this question 

MR. FRA‘TLEY: Yes, I am assuming you 
are ona parity with the B. A. Oil Company being 4 
refinery adjacent to the line and serviced by a 
service line? 

From that angle which I had overlooked I believe that 
is the sttuation. There is really no necessity for 


that pipeline as a. pipeline and transportation agency 
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to provide storage except for the loading of tank 

cars and tank trucks. 

Then we are down in the stcrage, as far as you are 
concerned, to somewhere around 25,000 barrels? 

Yes, whatever that figure is. When it comes to 

loading the Chairman made a remark a little while 

ago about trucks getting crude at the pipeline terminal. 
Now, there is a question of buying this crude. The 
pipeline may be ready to deliver it but the Imperial 
Oil may not be ready to sell it. So that again we 
cannot divorcee the two functions when it comes to the 
small operator. As a result of that situation where 

it takes two weeks or two months or six months to get 
an answer whether they will supply crude or not, you 
will find for practical purposes the small independent 
refiner will go to the Valley or go somewhere else. 
That is based on my own experience and on the 
experience of others and I do not believe it is 
exaggerated. So that that is an angle from the tank 
truck. Now, from the tank car there is also a problem. 
THE CHAIRMAN: Apropos of that you 

have Mr. Nolan's statement, as counsel, speaking for 
his clients, that they are prepared to sell crude to 
anyone who wants it at the field price, plus trans- 
portation, plus handling charge. Now, if that statement 
is to be qualified in any way by sayiag that that 
handling charge must be the prevailing handling charge, 
of course, we would like to know it, Mr. Nolan. 

I mean we are accepting that statement because you 


make it, but what I want to get at is - I have not the 
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record in mind at the momemt - whether you specifically 


named whatever the handling charge was or not I do 


not know. 
MR. NOLAN: Tp Oy MOUs it ey 
THE CHAIRMAN: So that I take it your 


statement still stands, and that your clients are 
prepared to sell crude to those who may want it - not 
naphtha, but crude - to those who may want it at the 
field price plus the pipeline rate, plus a handling 
charge? 
MR. NOLAN: So far as I know they are 
still prepared to do that. I have not heard anything 
from them about it since I made the statement to the 
Commission. | 
MR. PLOTKINS: May I ask, Mr. Chairman, 
what this handling charge is? | 
THE CHAIRMAN: I take that to be, after 
all, Mr. Nolan was addressing the Commission that 
will be concerned with handling charges, that it would 
be whatever handling charge might be determined upon. 
Not the handling charge that you might from day 
to day or time to time fix. I was under such an 
impression that you wanted us to think that. I do not 
remember exactly what you said. I am not trying to 
put any words in your mouth but I would like to be 
clear on it now if I ean be. 
MR. NOLAN: I cannot say anything 
further than I said then. I said that on instructions. 
I said the transportation charge. I did not even 


mention the rate. And the handling charge. And the 
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handling charge, I think it was. 

THE CHAIRMAN: Yes. Well, may we ask, 
Mr. Nolan, if it is your understanding? After all, 
Iam cuite clear you have no desire that we should 
be led astray over words. 

MR. NOLAN: You have not been, Sir, 
as far as I know. 

THE CHAIRMAN: We may be led astray but 
not purposely by you. I have no doubt. We want to be 
clear we are not led astray through our own or anyone 
etse's inadvertence. Is it your impression by thaé 
we were to get the impression that it was any handling 
charge that the Imperial or the Royalite or any of 
the companies with which you are concerned may from 
time to time choose to fix, or the handling charge 
that was determined uporm by a body set up for the 
purpose of considering that with other matters? 

MR. NOLAN: You see, at the time we 
made that statement we were not anticipating any of 
the assets of the Imperial Oil might be made into a 
public utility. At that time it was, you might say, 
a private enterprise. I think, to be quite fair to 
the Commission, I should come back before you, 
whenever that is, to-morrow or Monday, and reiterate 
my position in that, because I would not like there 
to be any misunderstanding. 

THE CHAIRMAN: T em quite sure you 
would not. Perhaps, if you would, Mr. Nolan. [ 
would like it to be perfectly clear because it may 


be of some importance, if your companies were to take 
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up the position that " Ye have contracteé the whole 
Valley, more or less, and we will sell to nobody," 

Lt nae a bearings as you wild see. If, on the other 
hand, they said "Yell, we certainly are not taking 

up that position and we will sell to those who pay 

ust ---- 

MR. NOLAN: | From my point of view the 
Situation has changed in view of the interim report 

and the legislation that has been passed since that time. 
I think it is fair to me in my position to allow me to 
again come before the Commission. 

TH! CHAIRMAN : I think so, Mr. Nolan. 

If there is any question at ali you should be quite 
Clear and through you we should be quite clear on 

where your principals stand. 

MR. NOLAN: © at the time it was not made 


with any idea of the tongue in the cheek or anything 


lite that. 

THE CHAIRMAN: No, I have no doubt about 
that. 

VR GOMMISS IONER LIPSETT: If you, would like to 


haye the reference to where you said that it is Volume 
40, pages 4964-5. 

MR. NOLAN? Thank you very much, 
because then I ecanrefer them to the page and Volume. 
MR. COMMISSIONER LIPSETT: T think, Mr Hervie von 
page 5028 of the same Volume, you stated the position 


of the British American. I just happen to have that. 


MR. FRAVLEY: Are you through, Mr. 
Plotkins? 
MR. PLOTKINS: I see it is almost four 
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Ofelogk andy£ have one request to make. I do not 

know: if it is the proper time, net counsel oan 

be given time, if the Commission decides my qrequest 
is reasonable----- 

MR. FRAWLEY: May I interrupt? T have 
ee to ask of the Commission. I have Mr. Peaker 
of the Anglo-Canadian here now, I think three full 
days,waiting to give some evidence here. I am sure he 
will be very short. 

THE CHAIRMAN: If Mr. Peaker had been 
here at two o'clock to-day he would have been heard. 
MR. PLOTKINS: fam not going to finish 
this. I have a little ground to cover and I figured 
it was better to make that statement now in connection 
with the cost of production. I deem it necessary in 
the light of the knowledge that I have of the cir- 
cumstances that exist in Turner Valley to bring out 
the facts that actually determine the cost, that we 
have Mr. Bimmell of, I do not know what his capacity 
is and I do not know who he even works for. I asked 
Mr. Burns am he was not able to tell me. Mr. Bimmell 
plays a most important role in the Turner Valley 
situation here, so that we can find out what his duties 


are, and who he works for. I might clarify it to this 


ex tent----- 
THE CHAIRMAN: That does he do? 
A He is the confidential agent, as I understand---- 
MR. FRAWLEY: Tet me explain. You want 


to know who Mr. Bimmell is? 
4 Well, I am not interested in who he is. I know he exists. 


Q Mr. Nolan can tell you just exactly what Mr, Bimmell is 
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and all about him. Do you particularly want him as 
a SO ae 
A I want him as a witness. I! am not interested in who 
he is except to the extent to find out what his relations 
are. 
MR. NOLAN: I will have before this 
Commission those witnesses whom it is directed to me 
by either the Commission counsel or the Commission, 


should be brought here. Beyohd that I do not propose 


to go. 
MR. PLOTK INS: I am just making a request. 
MR. NOLAN: and I am telling you the 


answer to it. 

MR. PLOTKINS: If the Commission wants 
me to elaborate on that I am prepared to elaborate. 
MR. FRAWLEY: I think the simple thing 
is for Mr. Plotkins to endeavour to satisfy me that 
Mr. Bimmell's presence here is necessary at this 


particular junetion. 


MR. NOLAN: Not before the Commission. 
MR. FRAWLEY: Not here now, but in 

my office. 

MR. PLOTKINS: No,..Sir,...1, doy not, think 


that is practical, Mr. Frawley. You have already told 
me your views that due to money considerations the 

Government may not see fit to prolong this Inquiry 

and if that is a consideration I do not think it has 

any weight. 

MR. FRAWLEY: Ob Toy enoes 


THE CHAIRMAN: - Well, so far as this 
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particular witness is concerned, proposed witness, 
you show to Mr. Frawley that his evidence is relevant 
to the Inquiry. | 

MR. PLOTKINS: Ri, I am prepared to de that. 
TH CHAIRMAN: | MN i you want him at this 
particular time on this particular phase of it and 
satisfy Mr. Frawley about that, there will be no 
difficulty in the witness being here. On the other 
hand, you understand, aside from any views Mr. Frawley 
may have about the Goverment money ar@ expenditures, 
we are here just to stick strictly to our last, the 
subject of this Inquiry. if’ it is a matter of finding 
out what a competitor's employees are doing, we do not 
care. 

MR. PLOTKINS: I realize that. I want 
to say this to the Chairman, that I am not representing 
myself here only and from my own standpoint on 4 
Selrish basis. 91am ‘sincere, “i think, in expressing 
theoviewvtnat £ am doing) ali that I can to bring to 
light the factors that do actually influence the items 
or the matters that you are tyying to clarify. So 
that it is not with a view of bringing out what somebody 
else is doing or with any personal benefit, because, 
after all, I think that when I get through with this 
Inguiry I won't be any better off and probably be 
considerably worse off. But I deem it a matter of 


conscience to do what I can. 
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WILFRED LAURI IN Peahor, 

having been duly sworn, testified as follows:- 

[Nek SPN te Fi IRE 3 You ar- associated with 
4nglo-Canadian Oil Company’ 

Yes. 

In what capacity?, 

Comptroller. 

Can you tell us whether your Comp ny is now shipping 

oil to its subsidiary in Brandon, known as Central 
Distributors Limited? 
Ve are not shipping directly on our ovn account. 

Hovi are shipments going forward? 

411 of our production from the Valley is sold to the 
Royalite Oil Company and deliveries are taken in Calgary 
from the Imperial Oil for shipment to Brandon. 

And last year you had the same arrangement? 

On all except one tell. 

And was there vei y much production from that one well? 
20,000 barrels. 

so with respect to the rest of it it went under the 
arrangememt you have just indicated? 

Yes. 

There is an exhibit we have filed here, Number "182", 
and it shows Central Distributors Limited hada shipped te 
it 97,922 barrels over the year, or an average deily 
number of barrels 268. That figure would be about right 
would it? 

To the best of my knowledge. 


That arrangement is continuing this year in the manner 
you have indiceted, by selling to the Royalite and buying 


back from the Imperial et Calgary, and shipping to your 
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Peaker. 


Brandon Refinery? 

That is the present condition. 

Can you speek as to the policy of your Gompeny as to 
whether you foreses any departure from that? 

We have found it convenient to date to carry on on that 
basis, and until it proves inconvenient I believe we 
intend to continue. 

New thet means there are certain loading facilities and 
loa ding Santee incurred in getting yaur oil to Brandon? 
Yes, 

You have been paying up to now to the Imperial for that 
5 cents a barrel? 

We have. 

And have you registered any complaint or negotiated with 
tne Gompany to secure a reduction in the 5 cent rete’? 
Not to my knowledge. 

You have heard thet the Company proposes that these 
facilities, as you know these loading facilities are 
owned and operated by the Imperial Oil? 

Yes. 

As distinguished from the Royalite? 

Yes. 

And you know the Imperial has offered to perform that 
service for the Royalite for 2 scents? 

I have heard that. 

With the suggestion that the Royalite might find it 
necessary to add something further. ‘shet is your view 
about that? Does it appesel to yout 

Naturelly it appeals to us. 

If the rate was made available to your Company direct 
from Imperial that would appeal to you, Iteke it even 


more so? 
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5 ey 


Guite. 

If there were no additions to that, in other words? 

Yes. 

‘hat is your viet as to whether or not it is practical 

and proper ‘to include in the pipe line rate the Loading 
Charge to tank cars and to tank trucks and to make it all 
inclusive? 

THis CHa IRMA: Just before you go into that. 
He said he would rather pay 2 cents then 5 cents? 

Has PRGVLEY: Yes. 

THE CHAIRMAN: ‘yhat does he think about the 
a2 cents te ing fair and proper? 

Me. “PRY La: Are you able to offer any 
view about that? 

“Me have only a little experience in our own loading and 

as I say we found it convenient to put sll of our oil 
through the Royalite pipe line, and you can deduce from 
that thst it ran very close to the 5 cent loading carge 
which we paid the Imperial. 

‘here waa that iB aad? 

At Okotoks. : 

“Hat dideit consist “or? 

4t consisted of one 100 barrel tank, a platform, en 
electric motor for pumping the oil from either tank 

truck or storage tank into the tank carSe 

Vas it a very large operation? What was it in barrels 

or gallons? 

It had a capacity of being able to load 5 cars per day. 
WP. COMMISSIONER LIPSETT: Did the freight rate from 
Okotoks to. Brandon, in comperison with the freight rate 


fron Calgary to Brandon, enter into it at all Mr. Peaker? 
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In discontinuing the operation? 

Yes? 

No. We found that the two compared very favourably. 

In fact the contract under which we supplied the oil to 
the refinery vas that it was not to exceed the field 
price plus pipe line charges plus loading. And during 
the term that we operated our own loading platform we 
did not exceed thst equivalent. 

Do you know what the difference in the railway freight 
is? 

It is 1$ cents. 35 cents from Calgsry and 36% cents from 
Okotoks. 

Is that per 100 pounds? 

That is per 100 pounds. 

How much is that per barrel? 4 


36% cents is equivalent to yl.02 a barrel. 


THS GHAIRMAN: What is that 36% cents? 
MR. FRAWVLSY: 36% cents per 100 equals 


$1.02 per barrel. 280 pounds ina barrel. 

“ER. COMMIISSION-R LIPSETT: That is from Okotoks‘? 

That is from Okotoks,yes. On 85 cents it is equivalent 
to 98 cents per barrel. 

Mite FPRAVILUY: ‘hat is the 45 cents? 

That is from Calgary. 

MR. COMMISSIONER LIPS#ETT: It is 4 cents cheaper by 
rad to send Fwottea.e%-. 

From Calgery,yes.e That is so far as freight is concerned. 
If it cost you 1 cent to load at Okotaks it would be 
equivalent to paying 5 cents for loading at Calgary would 


it not? 
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If you paid 5 cents for loading at Calgary, it would 
bring it to »l.05? 

Yes. 

Beare cost you a cent to load it at Okotoks, ‘that 
would be equivalent. In other words you could pay 4 
cents for loading at Calgary and equal Okotoks if you 
got it loaded at Okotoks for nothing? 

Surely. ws#xcept the pipe line charges and the handling 
Gharge were compensated for in the price we paid to the 
truckers, between Okotoks and Turner Valley, in that the 
controlling factor in these shipments was the trucking 
rate and we approached the truckers and told them that 
we must jay the crude down in Brandon at the same price 
that we could from Caleery, and they give us a rate basad 


on that proposition. 


Dig the truckers do the loading at Okoto«s? 


Yes, although we had in attendance one man to supervise, 
gauge the tanks and generally carry out the checking 
opere tions. 

Can you tell ys at Okotoks how much was for trucking and 
how much for loadingt That would be of some help to us? 
The operating costs of the platform are rather misleading, 
in that it did not handle up to its espacity. Towards 
the latter part of its operation it was carried on as a 
Standby, while no shipments were being made. Due to 
these factors the loading operation charge ran up to about 
4% cents per barrel on the amount handed during the year. 
TH CLA TRMAN: You say it is for that 
reason that gave an obviously false picture? 


Yes. 


MR. PRAULEY: What storage did you have 
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incidental to that loading operati on? 
A 100 barrels. 


Q You had a steel tank of 100 bar-vels* 

b Yes. 

a You found thet ample to look after loading up to 5 
cars a day? 

A Yes. The loading 1as done to the greater extent direct 
from the tank truck. 

C THE CHAIRMAN: Had you previously hed 
any pipe line connection between yourvells and the pipe 
line main stations? 

A Not in this particular vell. 

G You trucked from the well to Okotoks? 

A Direct from the well to Okotoks. 

Q I suppose as part of this arrangement with the Imperial 
and Royalite you got a pipe line connection to your 
well? 

fs The pipe line company and the Imperial Company were 
not taken into consideration when we discontinued that 
operation. It was more a matter of convenience. 

G But before you commenced the rew operation you had to get 
a pipe line connection to the well I suppose? 

A Yes, quite. 

& You never trucked from the well to the Royalite plant? 

A Oh no, by no means. 

Q BY i-R.NOLAN: Do I understand youto say 


that the oil was taken by truck from the well to Okotoks? 


A Yes, direct from the well. 


KO 


By tank truck? 
A Yes. 


Q And loaded from tank truck into tank car at Okotoks? 
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Yes. 

4nd thet because some days you were not working and the 
plant was standing idle, or your facilities at Okotoks, 
that added to the cost to the extent that it approached 


5 cents? 
A Yes. 
Q Do you mean it is because it does not work every day 


tha t the cost is so greet? 

A Yes, that is the major factor in- it. In that Spy Hill 
well, which was the well supplying the crude, it produced 
only in the beighbourhood of 70 barrels a day. Storage 
was accumulated at the field, and when a sufficient supply 
was on hand the truckers were called in and it was trans- 
ported to Okotoks. At 70 barrels a day you can see it 
would not be possible. to load even continually one car 
per day. 

Q It is because of the fact that the operation was not 
continuous that the operating costs were high’ 

& Yes, and towards the latter part of the operation the 
employee at Okotoks was maintained as watchman although 
actually no cil was going over the platform. 

G He wa s to take care of the equipment that was there? 

A Yes, quite. 

MR. PLOTRINS: Was there any particular 
reason why you did not get a direct pipe line connection 
at the time you began the shipments? 

A No, it was a matter of our own choice that we kept the 
well out of contract with the Royalite Oil Company. 

q True. Then was that the reason why the pipe Line would 
not take care of your deliveries into tank cars? 


4 No. There was never any difficulty of that neture. 
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W. Le Peaker. 


Q MR. HARVIE: I think you \ere asked a 
question about whether the loading charge should be 
icnluded in the rate, and the Chairman did ask you’ 
as to your view of whether the loading charge should be 
included in the regular pipe line rate? 

A I think it would be preferable to have it a separate 
charge. 

Q hoe. PRAS i Y'S why? ‘ould you mind saying 
why? From the standpoint of your Company what difference 
does it make? 

A Well, in saying that I am more or less expressing a personal} 
Opinion. So far as the Company is concerned I do not believe 
that it has any particular views on the matter. 

{ Wel 1 then, we will let you take the stand for a moment. 

“hy do you see any objection, or do you see any preference 
in the two rates being separated? 

A It would seem that the outside refinery, that is outside 

of Calgary, is obtaining an additional service there, which 


the refineries in Calg:ry should not be asked to participate 


in. 

@ MaieHARVIE: There is just one other questior 
and thet is, under the system you adopted at Okotoks, have 
you checked the losses at that point? 

A Yes. 

Q You were able to weve your 

4 ‘le were able to check the josses but we suffered none, due 


to the arrangement with the truckers, whereby they delivered 
at Okotoks the same amount as they took from the well. They 
Stood the loss. 


Q There might have b:en @ loss but you do not know how much 
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We L. Peaker. 

that would be? 

I can say it did not exceed 1%. 

Me PROTEIIG | I did not hear. Did you 
say it exceeded 1p? 

No, it did not exceed lj. 


MiecrRng slay t Phat Vs aL thanks 


(At this stage the Hearing was adjourned until 10.450 
Aye May 8th), h959)) 
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WN province of Alberta 


IN THE MATTER OF THE PUBLIC 
INQUIRIES ACT 


—and— 


IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


Commissioners: 
The Honourable MR. JUSTICE McGILLIVRAY 
| (Chairman) 
—and— 


L. R. LIPSETT, ESQ. 


Session: 


CALGARY, Alberta___WAY 8th, 1939 


NOLCUME 6: 


TE OG ge a RNs a ie as 


"246" -—- Statement produced by the witness T. E. 
Burns of the Royalite Oil Company showing 
cost of producing crude oil from Sterling 
Pacific wells Nos. 3, 4, 5 and 6, fora 

LO year period. 


"U247" - Statement produced by the witness T. E. 
Burns showing operating expense Sterling 
Pacific wells to March 3lst, 1939. 


"248" —- Statement produced by the witness T. E. 
Burns showing operating expense Richwell 
No. 1 well. 


"249" - Statement produced by the witness T. 8. 
-Burns showing operating expense York 
No. 1 well, September 1938, to March 1939. 


"250" - Statement produced by the witness T. #. 
Burns showing operating expense, Consoli- 
dated No. 1 well, October 1938 to March 
1939.6 
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10:30 A. M. Session. 

8th May, 1939. 
MR. FRAVLEY: } Wild cali Mr. Burnes 
MR. PLOTKINS: Is Mr. Burns going to 
speak on the production costs? 
MR. FRAWLEY: Yes. 
MR. PLOTKINS: Before we go on to that 
Iwould like to point out one subject that I think 
is relevant or important in connection with the 


delivery of crude. 


MR. FRAWLEY : We are not finished with 
that. 

MR. PLOTKINS: You are not finished? 
MR. FRAWLEY: Ol m0: 


@eovee37eoow*ee#eo¢ 


THOMAS =. BURNS, having been recalled, 


examined by Mr. Frawley, said: 


&) 


Mr. Burns, you have been asked this morning to come 
to tell us, give us the evidence of the Royalite Oil 
Company with regard to its production costs in Turner 
Valley, would you file such statements as you have 
and make such explanation of them as you care to on 


the question of cost of producing crude in Tarner 


Valley? 
A Yes. 
Q I take it, by the way, your company is not producing 


crude petroleum in other part of Alberta except Turner 
Valley? 

A That is correct, and I have prepared here a statement 
of the cost of producing crude oil from Sterling Pxucific 


wells Nos. 3, 4, 5 and 6, from the time those wells came 
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into production to the 31st of March, 1939. IT have 
those, copies of those statements. 

are they signed documents? 

No, they are not, they are just the statements. 


(STATEMENT PRODUCED HERE 
MARKED EXHIBIT NO. "246". ) 


Now, before you proceed, are these the only, you have 
selected these wells and you are mak ng submissions 
with respect to the costs of those wells, that is the 
total of your submissiondo I understand, Mr. Burns? 
That is correct, insofar as the Royalite is concerned; 
there are, of course, other wells owned by Royalite 
producing crude oil but many of the Royalite Company's 
wells are jointly owned by other parties; these wells 
are entirely owned by Royalite. 

And more than that, I presume, there are other wells 
wholly owned by Royalite producing? 

No, producing crude oil at the present time there are 
only two others, Royalite 29 and 45, and 35 has just 
recently come intp production and the costs were not 
complete; Royalite 35 just recently came into production. 
THE CHATRIMAN: And Royalite 29? 

It is located on the same quarter section as 55 and 

it was, I considered that the development of that 
quarter section had not been completed to the point 

of preparing adequate costs statements. 

MR. FRAWLEY: In any event, the wells 
you have selected are the five Sterling Pacific wells? 
Four. 

Pardon me, these four Sterling Facific wells were 


selected, I presume, as being, so far as your company 
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is concerned, sufficiently indicative of the costs 

of production to warrant their submission to the 
Commission? 

That is, correct. 

Some of the wells are better than others, I take it? 
Mat is. PvE. 

Very well then, Mr. Burns, would you mind running over 
the statement and deal with the pertinent parts of it 
to explain them correctly? 

Yes, at the outset I should like to say too that, to 
corroborate, that it is extremely difficult to arrive 
at what you might term the costs of vroducing crude oil, 
and those reesons i will qualify as I go, along to 
explain my statement. 

All right? 

The dates of drilling, the dates of completion of the 
wells, I suppose are set out there in the statement, 
do you want me to discuss those? 

Well, perhaps, just to show the difference in their 
productivity, these are the barrels, I presume? 

That is correct. 

The barrels of production? 

Yes. 

You might just read into the record what well No. 3 
produced, and so on? 

Well No. 3, drilling commenced on the 7th of May, 
1936, was completed on the first of December, 1936, 
and from the inceptinn of production to the 4lst of 
March, 1939, it has produced 81,087 barrels of crude oil. 
Well No. 4, the drilling was commenced on the 6th of 


August, 1936, and was completed on the 21st of Merch, LOST, 
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and has produced to date 479,052 barrels of crude oil. 

Well No. 5 was commenced 
on the 5th of March, 1937, was completed on the 3lst 
of July, 1957, and until the 4lst of March, 1939, has 
produced 340,778 barrels. 

Well No. 6 was commenced 
on the 16th of June, 1937, was completed on the 15th 
Orr December, "1701, "am “anvil the Slst of March, 19494 
it ha@ produced 246,446 barrels of crude oil; 

The total production obtained 
7rom tiose Tour wells To March Slst, 1969; ‘was 1)147 ,363 
Herrels Ot crude orl. 

Now, continuing to describe 
the statement, I have shown the cost of Lease at an 
estimated figure of $243,000.00; this lease was purchased 
from the Sterling Pacific Oil Company Limited in June 
of 1935, I think it was, yes, and at the time a value 
in excess of 8413,000.00 was set upon the whole of the 
section; our Geological Department has estimated 
that on that section there are 243 acres located on 
potential crude oi2 producing lamd; it was difficult 
to arrive at an equitable figure as to the value to 
be placed upon this lease so that in evaluating it I 
have taken $1,000.00 an acre for the reason that the 
Royalite Oil Company has itself purchased 40 acres 
adjacent to this property and paid that price for it, 
that is about two years ago, it purchased legal sub- 
division 16 of section 32, township 18, range 2, 

West of the 5th Meridia, a Crown lease, for the sum 


of $40,000.00. 


The surface rights have 
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been put in at their cost and with regard to those 
which are rented it is considered that their use 
Will be required for @ period of ten years to 
produce the oil from the sub-soil. 

Q THE CHAIRMAN: Has your Geological 
Department estimated, Mr. Burns, as to how many more 
wells will be on this land that you value at a million, 
at a thousand an acre? 

A Yes, at the present time it is not anticipated that 
there will be any other wells there, but there are 
locations and all I can say at this time is that 
Piere (1S nO furtier tarilling contract. 

Q Because of it being thought that it would not be 
poscivle to driil, that you would not find oil, or 
is it that they do not wish to drill? 

A No, the Royalite Company has many other lands upon 
which they might drill in preference to tmt. 

Q What I am getting at, when you charge against these 
four wells, $243,000.00, it would not be a fair charge, 
is it, if there is oil land there capable of producing 
10 more wells, let us say, for example? 

A Yes, I would say that is a fair price for the reason 
that I have stated, that we paid on the basis of 
$1,000.00 an acre for the area contiguous to the land 
we are now discussing. 

Q You will, no doubt, develop it, as you go on with the 
statement, but is that whole (243,000.00 treated as 
being the capital investment with respect to those 
four wells? 

A Four wells for the reason that there is no further 


drilling contemplated at this time. 
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MAJOR IPSET?: That would be 60 acres 
for a well instead of the usual 40 acres? 

THE CHATRMAN: Yes, that igs the point 

I am making. 

There is no immediate necessity for developing the 
Seen iy Royalite has much other land which it might 
Geveiou ip prererence. to this, and. I think. ...... 

If it were profitable to put four more wells down it 
would affect the figure charged? 

That is true, it would affect the value placed upon 
the land but, of course, it would enhance the other 
Gevelopment costs to a greater extent. 

I just wanted to understand that. 

MAJOR LIPSETT: Mr. Burns, you gave us 
the cost of the adjoining lease, but you give us 

for these 243 acres apparently an estimated value, 
can you give us what these 243 acres actually did cost? 
No, I cannot do that, for the reason that when we 
purchased them from the Sterling Facific, we purchased 
the lease, we purchased two wells which had been 
drilled, two gas-cap wells, and we purchased in 
addition a 124% royality in Sterling Royalties No. 1 
well, which was also drilled in the same section, 


and I know of no method of equating those values. 


What was the consideration? 

The Senaioee tion was paid in shares, to the Sterling 

Bakr to O11 Company Limited we paid 47,000 shares of 
Royalite Oil Company's stock, there were other interests--- 


Just a moment; what date was that? 
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A That was in June, 1934. 
What was the value of the Royalite's shares on 
that date? 

Ab The value of the Royalite shares at market was between 
18.00 and $20.00, according to a publication that 
f looked up, Hueston's Standard Publication, they 
were shown at that value, but the consideration shwn 
in the books of the company was at $12.00 a share | 
for the reason that supplementary letters patent to 
the company issued by the Secretary of State for 
Canada stated that the shares shall not be issued at 
a consideration in excess of $12.00 a share, and that 
figure was used in this instance. 

Q THE CHAIRMaN: That is the total con- 
sideration, Mr. Burns, given? 

A No, there was, the North Yest Company Limited had 
a 40% interest in those lands and had the right to 
produce them and there were 24,000 shares issued to 
North West Company Limited at the same tine or about 
the same time. Then the North West Company Limited 
also hai a 10% royalty in the Sterling, gross royalty 
in the Sterling Royalties Limited No. 1 well, and 
that too was purchased for 3,450 shares, so that the 
total consideration given for the many assets, all 
the rights that the Sterling Pacific Company had to 
develop the property, including its two wells and its 
lease, all the rights that the North West Company had 
to develop the property and their interests in these 
two wells and all the rights that both companies had 
in the Sterling Pacific, Sterling Royalties Limited 


No. 1 well, were purchased at a total of 64,450 shares. 
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Q MR. COMMISSIONER LIPS#T?: Two “producing weLLa, 
124% royalty? 
A On two producing wells located in the gas-cap, as-ypart of 


that section is located in what is known now as the gas- 
cap area, and ve consider that 245 acres of it are located 
in the erude oil area. In discussing well costs it will 
be noted from the statement Sterling Pacific No. 3 was 
drilling fcr 189 days elapsed time. Its depth was 6,788 
feet. Its cost was $157,344.14. Sterling Pacific Wo. 4 
had an elapsed drilling time of 205 days; its depth 

is 7,184 feet; its cost was 158,274.85. Sterling 
Pacifflic No. 5 had an elapsed drilling time of only 

1359 days; its depth is 7,073 feet and its cost was 
$132,521.15. Sterling Pacific No. 6 was drilling for 
159 days; its depth is 7,117, feet; its cost was 
$134,303.83. The total amount spent in drilling devel- 
opments with respect to tnese four wells is $582,443.97. 
And I should clarify those figures by stating that 
Royalite is in a difficult position with respeet to: 
adequately charging its ells with the proper amount for 
the use of drilling equipment as compared to other cumpanies 
and wells. The Royalite has several hundred thousand 
dollars invested in drilling equipmeny. Much of it is 
enerchangeable and it is not uncommon for to begin a 
well with certain equipment which must later be changed. 
If repairs are necessary tv a pump, it is not unevummon 
to set a new pump at the location and take the old one 
away to be repaired. Now in our machinery memorandum 
costing we use $155.00 a day for the use of the drilling 
plant, sngsh as boilers and pumps and the rotary table, 


and all such equipment as is necessary to drill. Theat 
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is exclusive of the drill pipe. For the drill pipe we 
sometimes make an appraisal, taking what damage we 

consider it has suffered. Sometimes we use the Rhine 
Tax basis to make the allowance for depreciation on that. 
But I think you will see from the statement that the 

total costs are reasonable when compared to other wells 
drilling in the Turner Valley. Gontinuing then to producing 
wells equipment, it will be noted from the statement that 
those costs total 51,076.75, and that this is inclusive 


of tubing, well connections, production lines and tankage, 


"’Seperetons, boilers .— that is to say production boilers = 


and the boiler house at the central battery. Now in 

this connection too I should say that Sterling Pacific 
wells Nos. 4, 5 and 6 are produced through a common 
battery. There are means there to odvtain ingividual pro- 
duction of the well. but with a view to more efficient 
operation and reducing costs, those three wells are operated 
together. Labour costs are thus saved and may other 
items which go into operation. Sterling Pacific No. 4 
well was for a time operated by itself, but for more 

than @ year now its seperator and production equipment 
have been moved to a location adjacent to the No. 2 
absorption plant and the crew from the absorption plant 
look after the operation of the well in @ddition to their 
other duties. For that reeson operating costs are con- 
Biderably reduced over what they would be if individual 
operation was used at each one of those wells which we are 
now discussing. Continuing, I have put in here an item 
for Zas Lift eguipment. I say it is anticipated that 


by 1940 gas lift equipment will be required for the operatio: 
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T. E. Burns. Seal 
of these wells for a further two years,that is up until 
approximately 1942. ‘e now have a Glarke kiek-off unit. 
A kick-off unit is perhaps not too well described. ‘shat 
it is, it 1s @ compressor, but that is the name that it 
is generally known by throughout the field. The Clarke 
kick-off unit now in service cam be utilized as part of 
this installation and its cost was 415,785.00. \ie anticipate 
that two more Similar units will be recuired. These 
Similar units have not yet been purchased. There was a 
good desl of experimental pipe work and things in connection 
with this first unit which we do not anticipate having to 
incur again, and so we anticipate that the totel cost of 
the gas Lift equipment will be 439,485.00, and that the 
nev units will perhaps be smaller. At any rate they will 
hot cost as nuch as the first one. This provides then for 
two years at 15% per annum. Take 30% of $59,485.00 and 
project that for that period thet we anticipate that these 
units will be in use. I then go on to pumping equipment 
ani I might say thet none of these wells are presently 
being pumped. I say it is anticipated that for the last 
Six years of production Sterling Pacific wells Nos. 4, 5 and 
6, it will be necessary to instal pumping units at each 
well, and the estimeted cost for those pumping units is 
815,000.00 per unit, or $45,000.00. 1e estimate those will 
be in service for 6 years at 15% per annum, which is the ) 
rate of deprecistion allowed by the Dominion Income Tax 
Department, and we have an extension of ,,40,500.00 necessary 
for pumping equipment. Taxes and rentals are based on what 
we now know as being payable. Lease rentals, will, of cours 
remain as they are. There is nothing thet we know that will 


Cause them to increase. Taxes may or may not increase but 
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they are based on whiz t we are presently paying. With 
regard to the oper: ting expense figures of $217,066.70, 
we have considered the opereting costs which heave been , 
incurred to date, and have made a celculation inclusive 
of the extra amounts which are likely to be necessary for 
gas~lift and pumping, and other indirect expenses, this 
is purely an eStimate, »15,000.0u scr year,. applicable to 
that area. EMWave no basis really for putting it: an’ at 
such a figure. y1l5,000.0U a yesr for 10 years. Total 
cost exclusive of Income Taxes are thus shown to be 
pl, 020,010.92. 
ite COMMISSIONAR LIPSsT?: Ls that 150, 000800,” you 
Soy dtwis made, wr of LU iyedrs ate. cess 

4 At {315,000.00 a year. 

Q Is that on an acreage basis over the whole area: 

A New it is merely a guess. There is no basis at ell. 1 

do not know of any method that I could go about ...e.. 

How many acres does Royalite hold in that area? 

In the Turner Valley? 


Yes? 


6) ier 


The Royelite has a total holding in excess of 10,000 

acres. How much of that is on the gas-cap and how kuch 

in the crude oil area I could not say» I do not know 

whether any one knows. iach man, each geologist or field 

engineer nay have an opinion on it but I have none. 

Q This: 6150,000<s0U/figure, thet 1s put in for’indireot 
expenses on the basis of »15,00U.00 a year’ 

A That is correct. In making our célculstion for Dominion and 

Provincial Income Taxes we, of course, hed to consider vhat 

oil would be worth. I have no idea. ve used $31.20, I 


think principally because some of the other operators have 
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used an average value of 31.20. There is no real basis 

for thet figure at all. It may be up. It may be down. 

But that is the way that we calculated future revenues to 
determine what the Income Taxes might be. Hstimatsed recov- 
erables as shown on the statement based on actual preduction 
to date in the four wells situated in this area, and estina te 
recoverables for the belance of the 10 years'life is shown 
to he 1,729,193 barrels. From thet we have deducted the 
royalty payable t> the Calgary & Hdmonton Corporetion of 
123%, the lease having becn obteined from that Corporation. 
This deduction mekes a net recoverable of oil of 1,513,044 
barrels, and thus the cost of this met recoverable of oil 

is shown to be $1.187 per barrel. 

Pes FRAWLEY: You have not @ndesvoured to 
estimate the revenues that you will get from the oil over 

the Life of the wells? 

To estimat: the revenue, no. It is purely a cost statement. 
So re mean to say if we were anxious to get your vier as to 
What extent the Company is going to profit, and if so ho muc 
it would be difficult woulé it? It is not very satisfactory 
TO MOLtipiy Ltall: out) at gl.20, is its 


No. It is not very satisfactory because it is almost certain 


it will change at some time during the 10 yeers. ‘shen it 


will change or how much, or whether up or down, I of course 
cannot say. 

As a matter of fact you have not endeavoured to express any 
of this revenue in cents per barrel because even since the 
wells came in the posted field price has changed, I suppose? 
The posted field price has changed since....-. 


Since the wells came in? 


Yes, since the wells came in. Or some of them. The last pric 
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EO pe 


change went into effect in January 1935, I believe. 

So £ am pointing out you could not even without some - 

oh well, yes you could of course tell us the revenue 

that has been received from those wells up to date? 

On ves. I have Chat too. No, I haven't that either. 
Vell, Me. Burns, the field price has varied and you could 
not multiply your gross production of 1,147,000 barrels 
DY sie ces 

BY Glecd, NOs 

Of course not. 

Wo, that could not be done. 

£t does look of course, as though the operation of these 
wells will be a profitsble operation, on this statement, 
doesn't it? 

Yese 

It will be a profitable operation, but you are not ina 
position to say with any accuracy to what extent it will 
be profitable, expressed in dollars? 

Wo, I could not say. That is a matter that depends upon..... 
TP ithink, ir. Burns, to clear the record so there will be 

no question about it, I should show you uxhibits"85", "84", 
M650, "560" and "S’"> and ask you to say “hat you would: like 
to say with respect to the cost of production in cents per 
barrel shown on one of the statements attached to each of 
these exhibits. You, perhaps, have not got to teke all of 
them unless you want to. You could select one. these are 
the statements, for the record, that we have described as 
es the Jersey Statements. 

THs CHALRIMAN: Is that all of them? 


I thought I saw one in our room? 
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FRAWLGY: Exhibits "86" to "u7" are the 
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eomplete list. 
THE CHLIRMAN: All right, hir.Frawley. 
MRe FRAWLOY: You might first put on thé 


record what the Jersey Statement shows, or one of them 
that you might select, as to cost »f production during 

that particular year, and then say what you have to say 
ebout that figure, in the light of the evidence you have 
noW given showing the cost of production from the Sterling 
Pacific at least as $1.01? 

For vhich year? 

I do not care at all. I suppose you should take each of 
them to be right about 1t? 

Yell I have here a statement for the year ending December 
Obst}193S. 

That would be éxhibit "83" would it not? 

Bnet eisveorrest, Sxiibit "So". This purports to show the 
cost of crude oil and naphthas, not specifically crude 

oil. 

For the reason that at that time that is what your Company 
was producing, was naphthas, in 1935? 

That is correct. Yes. Perhaps I should rerpeet too that 
this statement is merely prepered for the purpose of 
evéluating inventories at the end of each fiscal year. 
These inventories being negligible it was never necessary 
to give a great deal of serious thought to making an actual 
evaluation of them. But for the year 1935 the cost of pro- 
ducing crude oils and naphthas is shown to be 91.0 per 
barrel. For the year 1934 the cost of producing crude oils 
and naphthas is shown to be 4.85455 per barrel, roughly 


83-1/3 cents. For the fiscal year ended 31st December, 1925, 


the cost of producing crude oils and napthas is shown to be 


$1.199 per barrel. 
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CHa 
Ms 
g Yes? 
A For the year ending Jlst December, 1936 the cost of prod- 


uction of crude oil and naphtha---~-+ 


Q As shown? 

A As shown in the statements. 

Q In the Statement Exhibit "86"? 

A Is showm to be 41.09995 per barrel. 

@ THE CHALTHAUAN: Jhat year is that? 
A 1956, sir. 

Q Would you give me 1925 again, please? 


A The statement shows the cost of $1.1999 per barrel, $1.1999 
per barrel; for the year ending Jlst December, 1937 the 
statement shows the cost of crude oil separately from crude 
naphtha, this cost is shown on the statement to be .8619 cents 
per barrel, roughly 86 cents a barrel. 

Q That is the first time crude is separated, iir. Burns? 

That is the first time, sir. 

Q MAJOR LIPSETT: And the crude naphtha cost of pro- 
auotion, if you have it there? 

A The crude naphtha for the year 1957, it is shown to be on 
this statement ¢1.60756 per barrel or roughly $1.67% per bar~ 
rel in the year 1937. 

Q Mike FRAWLEY: Now i:r. Burns, when you were on the 
atand before discussing these Jersey Statements, I recall 
you pointed out that there were certain infirmaties which 
had to be taken into eccount in dealing with these statements, 
will you just tell us again why the Commission might be, why 
certain considerations and qualifications have got to be, in 
your view, have got to be taken into account, ih your Opinion, 
in dealing with these statements, these Jersey statements? 


4 Well I shoulda like to review just what I said then to complete 
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2 
it if I can, you have not got them here. 

Q You would like to review what you said at that time? 

A Yes. | | 

Q You have not the transcript here, have you? 

4 NO« 

Q I will be very glad to give you an opportunity of doing 
that, I thought you might point out now-- you did say the 
purpose that they were made up for was to value the in- 
ventories but if I remember you went further and suggested 
there were certain items of cost not included? 

A Yes, and certain other items. 
MR. NOLAN: My memory is that there was an 
Exhibit prepared showing what was not in it. 

A That is correct, there was a statement prepared. 

Q MR. FRAJLEY: Perhaps you should have an op- 


portunity of looking at that, it is on the record once of 
course but I thought at this time when you are now present- 
ing more or less the company's considered submission as to 
wheat the cost of production on the Sterling Pacific at 
least wan, namely $1.01 per barrel that, having been con- 
fronted with the Jersey Statements which show a cost of 
crude in 1937 of 86 cents, that perhaps you should be given 
&n opportunity of explaining the relationship between those 


two statements, the one you have made this morning and the 
Jersey Statements? | 
) TH CHAIRMAN: He certainly gave a list of the 
reamns why the Harrison-Smith statements for example should 
not be accepted? 
That is right. 
Q And my memory is he did the same about this, is that correct, 


or is it not? 
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MAJOR LIP SHTT: ur. Frawley, I can give you some 
references, I am not sure I have them all, in Volume 16, 
Mr. Burns' testimony, at pages 2257 ana 2258, and pages 
2264 and 2265. 

A Well in order at any rate that we may proceed, I will 
glance over these and one item that I recall was with 
respect to depletion; in the year 1927 there is shown as 
a cost here an item for depletion of $478,645.27. 

@ Yes? 

That is the Dominion Inoome Tax allowance to the company 
for depletion, which has no relation to the physical de« 
pletion which the property suffered in the operation of 

the wells. 

Q New hew do you deal with a similar item in your statement 
Exhibit "246"? 

A We didn't take up depletion to the extent that we have a 
Calculation showing the total recoverable. 

Q I see? 

MAJOR LIPSETT: ‘im t page is depletion on? 

A It is with respect to 1927, it is on Exhibit "87-D". 

THE CHAI MAN: Lire Frawley, while Mr. Burns is 
here, he has an intelligent knowledge of what he is doing 
and why, and I observe the other witnesses who have spoken 
as to production costs have also spoken of depletion. Now 
I am curious to hayve-your views PE if you think wise the 
views of the witness as to whether there should ever be 


depletion where there is a lease direct from the Crown and 


what right is there of depletion. It is a rental charge, 


certainly, for the right to win that which is covered by 
the lease but that which is depleted is the property of the 
King in the right of the Dominion or of the Province as the 


Case may be and how does the person renting that get tmt into 


mat ne ; 
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his books? 

MRe FRAWLEY: There is no remainder-man, there 

is one lease from the Crown? 

TH Cité IRAN: I was wondering about that, is he 
depleting something which belongs to somebody else and the 
only interest they ever had in it was the right to win it. 
MRe FRAWLEY: /Jell that is certainly worth while 
thinking about. 

WR. FRAWLEY: ure Burns, do you see any reason why 
you should properly take into account the depletion of the 
lease when you are not the owner of it, the depletion of the 
property when you are not the cwner of it, merely a lessee? 
Yes, I believe that for accouut ing purposes it is necessary 
to consider the depletion of the asset. 

THE ChATRWAN: Yes, but this asset belongs to the 
Crown in the instance I have given. 

MR. FRAWLEY: Are you getting back, do you set 

up depletion to get back anything more than the cost you 
have put into this by why of a lessee, as lessee, is that 

not the purpose of depletion? 

Tah CHATNAN: Your rental is an operating expem e? 
The rental is an operating expense. 

Then why do you deplete, we are assuming a case where you, to 


make it simple, we assume the case where you lease from the 


government? 

Correct. 

And that Government, you are really leasing it from His 
Majesty in the right of that particular Government? 

Yes. 

Nothing is mld to you, you have not bought a single thing, 


you have bought a right to win the Petroleum and Natural Gas 
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and you do, over the period of years you are Winning it, 
you are paying a rental which is an operating cost and 
when you are all through winning, you do not pay any more, 
your leases is at an end, by what right do you deplete that 


Which you never owned? 


WRe FRAWLEY: Now iro Chairman, I thinke+-+ 
THE CHALRWAN: there may be a good answer. 
MR. FRAWLEY: L think really if I may gay so 


that there must be some misuse of the term "depletion". 

Your statement Exhibit "246", you show the cost of your 
lease at ¢:243,000? 

Correct. 

And you show the well cost at y582,000, just taking those 
two last? 

IL believe that is right. 

Do I understand what you call "depletion" is Something you 
set up to enable you to recover those costs? 

Something which we set up to enable us to recover them. 

Yes? 

No, when we set up depletion, although it does not appear 

in this statement, when we set it up as a calculation, to 
show extinguishment of the vakue of the lease. 

Yes, if you dm that then I think with respect there is 
sertainly force in what the Chairman says, it does not be- 
long to you but on the other hand if it is some method where~ 
by you want to show how you were going to get back what you 
had in the lease, in somebody else's property, let us assume 
you paid in cash %243,000 for that lease and you had paid in 
cash #5€2,000 for the well ccst, as I understand it, and as 
I em instructed, this is what you are trying to do, whem you 


are talking about depletion, to recover the cost of the lease, 
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whether it be a Crown lease or a (. and #e---= 

TH CHATHAA N: what £ put to the witness is a 
Simple case, we will come to that other in a moment, but 

the simple case, you get the lease directly from the Crown 
and you do not pay a cent. 

Re FRAWLEY: No. 

Tik CHA TWAN: You sign your name and you get a 
lease and you pay a rmamtal and as I understand the witness, 
and as I understood some of the other witnesses too, it was 
all production costs, though none the less, as a matter of 
accounting and in fact they worked in a depletion charge and 
I wanted to know why, my view being at the moment, subject to 
corrections, that you cannot put in your books a depletion 
charge in respect of Crown property which you are only rent- 
ing in order that you may win something because when it is 
all done the person who is out the oil is the Crown, not the 
Lessee, he has got eVerything he paid for, the right to take 
ijeout of: the ground. 

MRe FRAWLEY: AB you say, Nre Chairman, in this 


cape we acquire nothing, nothing is acqired, it is only a 


right. 
THE CHA IRMA N: | Direct from the Crown. 
MRe FRAWLEY: And it is surely a lease then, then 


there is no true use of a depletion charges 


THE CHAT RIVA N: As I understand the witness he 


thinks there is and I would like him to elaborate upon that 


because I would like tm get that clear. It may not prove 


important in connection with these wells but in dealing with 


j i 0% j t > we cS) 
production intelligently it may prove important before ar 


through - 


Well, dealing with the simple company, it would appear to me 
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Sir, if this company obtained a lease to produce crude 
oil, it would set that lease up at some value in its 

books and each year, dependent upon the amount of with- 
drawal there should in good accounting practice, there 
should be some calcule tion made to determine how much that 
lease had been depleted. 

TH CHA ItaAN: That value which is first fixed 
upon it? | 

The value which is first fixed upon it and I think that is 
a real,tangivle value to the owner. 
Let us test that by an illustration and I am only seeking to 


do so for information and guidarce, you understand, supposing 


you leased a house today. would you set up in your books the 


value of the hnouse and when you got all through renting it, 
would you say "Now I have lost so nuch because this house has 
a less value owing to wear and tear and other conditions and 
usual things which usually depreciate a house", what is the 
condition? 

I would say under certain condition? 

You rent my house now, rerember it is my house still? 

Yes. 

Are ycu going to deplete it? 

I am the company renting the house. 

Yes, the same thing as an individual. 

It depends on what value that house is to me, us i Hen: oh GE gi 
can hardly apply it to the question of depletion which is 


something applicable primarily to mines oil wells and timber 


limits. 
All right, you reat my farm and you are entitled to get the 


crops off it, as you rent aa area of land, and you are en- 
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titled to get the oil under it, woulda you deplete that? 

No I would not. 

MR. FRAWLEY: wr. Burns, when your company 

leases a piece cf oil bearing property from the Crown 

or anyone else, do they reward, do they, in their own 

mind, look upon that as though they have purhcased the oil 
underlying the lease? 

In many cases it is ™ actual purchase but then in the simple 
instance lire Justise McGillivray has just wived Lo Chine ee 
the right to recover the sub~soil produetion. 


frue it i8, that is exactiy what it is, it is the right to 


recover? 
THS CHAIRMAN: Absolutely. 
MRe FRAWLEY: But what I was wondering, if you do 


make a depletion charge. you must, in your books and in your 
minds, regard yourself as the owners of that oil and there- 
fore as you waste it from year to year, you are wasting some- 
thing which you originally owned in toto and then owned in 
decreas ing amounts? 

Well however we might look at it ourselves, we might set up 

a value of the lease at its original cost, its original 
rental value or we might, that would depend upon the conditions 
under which the lease iteslf was obtained I think that the 
shareholder of the company, having regard to the fact that the 
Peet owned tne lease in a proven area, would put a higher 
value upon his shares and the purchaser, the potential pur- 
Chaser, would pus a higher value if those leases were located 


in an area contiguous to the production of crude oil. 


That ia perhaps not what uu heve +n mind, T am trying bes ig ik can 


to find some justification for thinking of depletion when 


primarily and strictly speaking, as the Chatrman point out, 
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you are depleting somevody else's estate but I thoug ht 
perhaps you regarded that only as a merely theoretical 
Situation, when the Crown hands you a lease of a Quarter 
section in Turner Valley. you have to all intents agi 


purposes, if you complete all the requirements, and 


naturally you intend to do and are able to do it, you 


acquire the ownership of the oil, is there anything in 

that suggestion that you regard yourselves as the owners 
of that oil and therefore your estate or your property 

is being depleted, is that fair? 

I think that is correct, yes, we are the owners of that 
oil and as rental and Rovalty, we pay what is agreed upon 
to pay. 

Theoretically you know that lease might be cancelled on 

you tomorrow and you would not own anything at all perhaps, 
you are only a tenant and that is perhaps what is troub- 
ling the Chairmah, you sre really in Law only a tenant and 
you might have your xight as tenant, upon proper notice 
being given of course, in 340 or 90 days' time, whatever the 
lease said, if you fail to do this and you failed to do 
that, your rights are at an end, I am just perhaps thinking 
out loud and wondering whether or not when you set up de- 
pletion you regarded yourself as the omer of the OLY 


If we failed to do certain things there is a penalty for 


that failure but other than that I can think of no circum- 


stances which would include the possibility of the lease 
being cancelled without any cause whatever, I know of no 


instance when that has been done. 


in any event is it fair then to leave it at that, is it 


fair to suggest to you that your company when it acquires 


Crown,kaowing that it is always able to 
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fulfil its obligations and expecting to fulfil them ana 
Carrying out the terms of the lease properly, that you 
then regard yourself as the owner of that oil and set about 
getting it, winning it, and you provide for depletion from 
year to year because it is your property, as you regard it 
as being depleted from year to year? 

I think that is my submission. 

Of course that is not, as the Chairman points out, the 
legal position. That will be exhausted by other witnesses, 
certainly by Mr. Plotkins as he now suggests. Now I ask 
you to give us some records of the operating costs of cer- 
tain wells in which the Koyalite has only an interest as an 
meee tor. if you will file those cases. 

MAJOR LIPSETT: we are finished with the Jersey 
Statements, Mr. Frawley. 

MR. FRAWLEY: No, but I thought I would give Mr. 
Burns an opportunity to make a concise statement on that, 
he wanted an opportunity to look at the records and then 
deal with that later. I think it would be advisable, iir. 
Burns, to put on the record everything you have to say by 
way of criticism, perhaps that is not the way to describe 
it, you criticise the value of these statements for the 
Commission? 

With respect to the pipeline I did. 

Yes, that is when it came up, with respect to pipeline and 
they may not be the same, there may not be the same in- 


firmatiecs at all with respect to the crude oil. 


THE CHAIRMAN: wie were invited to disregard them. 


MR» FRAWLEY: That is true. 


THE CHAIRMAN: Ye are not quite sure of being 


able to put our finger on every part of your evidence, ir. 
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Burns, when you addressed yourself to these statements in 
inviting us to disregard them for pipeline purposes. Tow 
we want to give you an opportunity to point to every plaee 
you have spoken about them or again say what you have to 
say about them and add anything you wish. 

A Very good sir. 

Q THE CHAIRMAN: If they should be disregarded we 
want to have all your reasons for disregarding them. 

Q WRe FRAWLEY: First of all, do you invite the 
Gommission to disregard these Jersey Statements in dealing 
with the cost of the production of crude oil? 

A There are many imperfections. 

TH CHA IRMAN: I didn't put that to him, he 
asked us to disregard them. 

MRe FRAWLEY: Yes, and I am asking something 
quite different. 

Q MRe FRAWLEY: And I would like to know if you 
are asking the Commission to disregard them in regard to 


the matter we are now discussing, the cost of production of 


crude? 
A Well there are many imperfections in them I am quite sure. 
Q Perhaps when you come back to make a further statement you 


might make a considered statement as to whether or not you 
would like to have the Commission regard them or to dis- 
regard them and to sey why* 
A Very good, sirs 
Q MAJOR LIPSEHTT: Jould it be possible to give us the 
figure of the cost of crvde oil on the same basis for 1938, 
without making out a statement? 
For 1938, I can do that. 
Without making out the whole statement? 


A Yes. I think it would be necessary to make out the whole 
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statement but we can do that at any rate. There is a great 
deal of material which is ready and the rest can be made 
Out. 

It will bring your picture up-to-date, whether it is cor= 
reot or not? 

Yes. 

MR. FRAWLEY: Now ire Burns, have you a statement 
with respect to the Richwell Company and the York 0i1? 

Yes. Before we pass on to that, I might say I have also got 
the operating costs to-date of the wells which I have pre= 
viously discussed, together with the break-down of the 
various classes of expensese I have those with copies, 
wuld you like to have those first? 

Yes, please? 

THE CHAIRMAN: You mean these four Royalite ‘fells? 
Yes, Sterling Pacific No»'s 3, 4, 5, and 6. 

MR. FRAWLEY: It i8 one statement? 


Yes. 


(STATEMENT PROIUCED AND MARKED AS 
EXHIBIT "247"). 


I do not know that that requires very much explanation; is 
there anything about it now that you would particularly 


like to call the Commission's attention to, that does not 


speak for itself? 
I bel iere it speaks for itself. There is nothing particularly 


there that needs elaboratione 


Can you relate it to , well relate it to Exhibit "246" where 


does it check into that? 


Nowhere, sir. There is a figure on "246" which sets up the 


total operating costs of the four wells, that is estimated 


for ten years’ operation, that figure is wel7,066.70. 
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MAJOR LIPSETT; that is on the basis of $21,000 

a year, or is that for ten years? 

That is for ten years. | 

Well then this Exhibit "2470 reat aed ties in with this? 
Well sir, in the first year the expehses are wahiaenen 
heavier on account of acidization and the labour and ihe 
tangible costs in connection with the installation of pro-= 
duction equipment. 

This figure of ¢£.217,000 in Exhibit "246", that would be 
$21,000 per year for four wells, would it not, approximately 
§5,000 per well per year? 

That would be correct, sir, $21,706 per year. 


For four wells? 


For four wells. 

$21,706? 

Yes. 

Phen in Exhibit "247" mr. Burns, thia is for over two years, 
these figures, are they? 

That is correct, sire 

That would make Sterling Pacific No. Z %10,000 per year, 
appr oximatelyk 

That is correct but it would be noted that there ib a 

charge of $6,046.85 for acidization which is not likely to 
be recurrent and there is a charge of $3,856.75 representing 
the labour and intamgible costa of installing production 
equipment which is also not likely to be recurrent. 

And there are two corresponding figures in the other three 
wells, the four, five and six wells? 

That is correct. 


MR. FRAWLEY: Mr. Burns, it is rather interestimg 


to compare the operating costs of 5.6 cents on the three 
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Sterling Pacific wells, 4, 5 and 6, the Operating charge 
of 5.6 cents as against the total cost you have given us 
on Exhibit "246" of ¢1.01 per barrel, the 95 cents being 
all the othe? charges, all the charges other than the op~ 
erating charges at the well; neiithe 1 y the cost of the lease, 
the drilling costs and generally speaking the capital 

G harges? 

That is correct. 

Do you know enough about the situation in Turner Valley to 


be able to say that is a pretty general situation, that 


there is that relationship between the actual cost of pro- 


duction after production has been obtained, as related to the 


whole cost, including leases and drilling costs? 

No, I cannot speak generally with regard to the Turner 
Valley. 

But these figures run pretty well through the cases that you 
have had knowledge of, either the Royalite Wells or the 
Royal ite Contrast iJells? 

You refer to these production costs shown on Exhibit "247"? 
Yes, a8 against, as compared with the total costs per barrel 
Bhown on Exhibit "246"? 

I cannot answer that. I can however continue to give you the 
costs for the other wells that you have asked for and from 
those you may be able to make the comparison. 

All right, will you do that? 

I believe you first asked for Riohwell? 

Yes, Richwell? 

And here it is under "Trail Oils Limited", that is--« 

The record of operating costs from October 1938 tO iiarch 
41st, 1939 of Richwell No. 1 Well, owned by Trail Oils, Ltd? 


Yes, they are the authorized operators, I do not know how far 
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(STATEMENT PRODUCED AND MARKED 
EXHIBIT "248"). 


(Go to number 6684) 
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MR. FRALEY: You might just give us 
the results of that statement, Mr. Burns. 

THE CHAIRMAN; VYhat knowledge has the 
witness of this well? 

MR. FRAWLEY: What is the connection of 
your company with this well? 

Trail Oils Limited entered into an asreement with the 
Royalite Oil Company Limited for the operation of 


the well so long as the produw tion is obtained. The 


Royalite also has the rivsht to purchase the production 


from the well. 


THE CHAIRMAN: ALL Tienes. 
MR. FRAWLEY: This statement is called 


Record of Operating Expense, from October, 1938, to 
Merchy octet 1939, L. S.. DD. 5, seebion 26, in) township 
18, range 2, West of the 5th Meridian? 

Yes. The total cost is show to be $13,562.90. That 
is the total direct cost of operating the well. The 
number of barrels produced is shown as 42,184 barrels, 
and the cost of operating the well per barrel is 

$2.2 cents per barrel. 

MR. FRAWLEY : You have nothing further 
you want to add. There is nothing peculiar about this? 
Nothing. I might say it contains nothing other than 
what appears. 

A big well, smalit well or an average well? 

It is an average well. I can give you the allowable 
if you wish. Its present allowable is 284 barrels 
per day, and the average allowable is 271 barrels per 


day at the present time. 
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You have some other companies with respect to which 

you are in the same position? 

A Yes, Ihave hers Crude Olls Limited, York Now de 

Q THE CHATRMAN: You might just tell us, 
this compares with Exhibit "246", your own statement 
regarding Rovalite wells. This is a pure operating 
expense record. You do not take into account anything 
else? 

A That is correct, Sir. I have no knowledge of the value 
of the wells or what was paid for them. 

Q MR. FRALEY: Do you know what the 
drilling costs were? 

A I do not know the drilling costs, no, nor any inform- 
tion with respect to surface rights. 
THE CHAIRMAN: You say assuming it was 
given to them it would cost them 32.2 cents to operate 
the well and get the oil out? 

A That is correct, Sir. That is what it has cost to date. 

Q MR. FRAVAEY: You have a similar state- 
ment with respect to Crude Oils Limited, York No. l, 
a record of operating expense from September, 1938, 
to March 3lst, 1939? 

A Yes. 


(DOCUMENT IN QUESTION IS 
NO? EXHIBIT "249", }. 


A I may say too, Sir, by agreement Royalite Oil Limited 
operates this well and this is the production cost. 
The well came into production in September, 1938, and 
to date the expenditure is $10,294.80, which has been 


incurred by way of direct operating expenses. If nas 
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Burns. ee 

produced 101,900 barrels, and the direct cost of 
Operating the well per barrel is 10.1 cents. 
What is the allowable there, please, Mr. Burns? 

The allowable of York No. 1 at the present time is 
429 barrels. 

That is a big well? 

Yes. 

As wells go? 

Yes. 

It is interesting to compare Exhibit "246", well, 

and compare Exhibit "247", "248" and "249" with your 
6 Sterling Pacific wells, Nos. 4, 5 and 6? 

These wells, of course, Sterling Pacific Nos. 4, 5 and 
6, are produced all together. 

Which, in itself, you say reduces---- 

It reduces the labour cost and other costs. 
And then we have, particularly I was interested in 
"248" and "249", those two wells. That is Rich-well, 
No. 1 and York No. 1. They have run from about the 
same period, from September, 1938, to the end of 
March, 1939, in the cease of York? 
From October, 1938, to the end of March, 1939 in the 
case of Rich-well, roughly the same operating period, 
and the difference is 10.1 cents in the case of York, 
and 32.2 cents in the case of Rich-well. [I suppose 
that is almost, is it entirely, attributed to the fact 
that there is an allowable of 429 barrels per day 

in the case of York and 240 in the case of Rich-well, 


which gives a lot more barrels in the ease of York? 


A fhat accounts for most of the discrepancy. 


Q 


You have $500.00 more - I do not want to go into these 
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figures in detail because I suppose there are all 

sorts of reasons for it, but operators and assistants 

in the case of York, $3,190.00, and in the case of 

Rich-well, $2,580.00? 

Yes, the well has produced one month longer, yeu will 

notice, too. York came into production in September 
and Rich-well in October. 

About 33,000 a month it is running? 

Beg pardon? 

About 3,000 a month. You have $10,000.00 in the case 

of York, and $13,000.00 in the case of Rich-well? 

fem tiis) ts to March d1st, 19359. 

For six months' operation in the case of York, is it 
six months? 

Seven months operation in the case of York. 

Ten thousand odd dollars for six months, and in the 

ease of Rich-well, $13,000.00. That is the only reason 
I said $3,000.00 a month. 

That is what it has run,yes. But again I will point 
out the cost of acidizing as being 32,356.11 on York 

No. 1 and labour ard expenses necessary for installation 
of production equipment in that well, too, which is 

not; like to be recurrent. I think $3,090.00 a month 
is very high. It would be $3,000.00 a month for the 

operation of the two wells. 

THE CHAIRMAN: Not $3,000.00 a month. 

MR. NOUAN: $3,000.00 spread over the 

months, 3500.00 a month? 

Yes. 


MR. FRAWIEY:. Now, then, we have some 


more wells there? 
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Yes, 1 have a statement here, Deep Oils Limited, 
Consolidated No. 1 ‘Yell. 

That is also a record of operating expenses from 
October, 1938, to March 3lst, 1939? 

That is correct. 

Deep Oils Limited, Consolidated No. 1 Yell. 


(DOCUMENT IN QUESTION IS 
NOY MaRKED EXHIBIT "250". ) 


The statement shows a total operating expense during 
that period of $11,047.49. Total barrels produced, 
55,457 barrels; cost of operating the well per barrel 
19.9 cents. What is the allowable on that well? 

The allowable on Consolidated No. 1 is 377 barrels at 
the present time. 

Have you any more, Mr. Burns? 

No, I have no others. 

THE CHAIRMsAN: I thought you mentioned 


one more. Probably that is Consolidated No. 1 well. 


MR. NOLAN: On the Deep Oils statement, 
yes, Sir. 
MR. FRAWLEY: You are submitting to the 


Commission and now leaving with the Comzission the 
cost of producing crude on the Sterling Pacific lease. 
You have not taken the other wells which the company 
owns outright for the reasons you have stated earlier, 
these two wells in the new part of the field, Nos. 35 
and 29? 

That is correct. 

And then with respect to------ you have, of course, 


only taken the production costs of the Royalite Company. 
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The North West Company also produces crude Oil, does 


it? 

A Not in the Turner Valley. 

Q Not in the Turner Valley? 

A No. | 

Q The Dalhousie Company? 

A The Dalhousie Oil Company Limited has dri‘led one well 

in the hepe of obtaining crude oil but none was 
encountered and the well was abandoned. 

Q and these other companies whose names escape me, the 
south West Petroleum? 

A The South West Petrolewa Company Limited has no crude 
Oil production at the present time. 

Foothills? 

The Foothills Gas & Oil Company Limited has no crude oil 
production at the present time. Its wells operating in 
Turner Valley are what we have generally considered 
to be gas wells. 

THE CHAIRMAN 1 You have some questions, 
Mr. Plotkins?- 

MR. PLOTKINS: Yes. 

a] The leases in Turner Valley, Mr. Burns, in 1934, when 
you acquired this Sterling Pacific, and in 1935, were 
not held in very great - that is, were not held at very 
great values by the average holder? 

A You mean there was no crude oil production developed 


as we know it to-day? 

Yes, there was no sign a of any cruée oil? 

To that extent the values were reduced, you might say. 
Q Not only that, but at that time is it correct to say 


that the development had practically ceased, due to 
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certain laws of the Province in, if I remember right, 
forbidding drilling to the lime? 

B I would not say that drilling hea been prohibited. 
I believe that in the year 1933 Sterling Royalties Limited 
drilled a well in the Turner Valley and in 1934 Century 
Royalties Limited drilled in the Turner Valley. I know 
of other companies who were drilling atthe time. 

Q Maybe I had better be a little more specific. In the 
case of North Turner Valley certain areas were reserved 
by the Government and no drilling to the lime wes permitted’ 

b In the case of North Turner Valley? 

Q Yes, there were certain areas that the Government had set 
aside. Do you recall that? 

A No, not offhand. There was some discussion about it. 
‘as that prohibition to drill, was that carried through? 
I thought it was not. As I recall it was never really 
made effective. 

te For a certéin period the Provincial Government delimited 
&® certain area in Turner Valley, and as I remember it no 
drilling to the Lime was permitted without a special 
ye rmit? 

A Perhaps you are right, Mr. Plotkins, I have no knowledge. 

Q In the South end in 1934 gnd 1935 it was more or less 
prospecting? 

4 In the South end it was vhich? 

Q More or less prospecting? In other words the drilling that 
took place there vas to extend the known reserves of gas 
or the possibility of finding erude oil* 

4 That is correct. But there was drilling went on. 

@ So that the values of leases outside of the Royalite, 


these values on the market were very low. Leases were 
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offered at very low figures. 

P'do not reoell that, Mr. Plotkins. As: I recall? it there 
was quite a considereble amount of activity in the South 

end of the field. That is the part we are discussing now, 
the ares contiguous to this or adjacent to the lends on 
which Sterling Pacific wells Nos. 3, 4 and 5 ana 6 oh. 
located. I cén recall the Century well having been drilled. 
about that time. Garl¢ton Royelties was drilled about 

that time. It seems to me Sovereign Royalties, and Myers. 
and Wright, oh, there was a Lot of them. Leases were quite 
valuable, I think. 

Yeu heard the evidence of Mr.'ilkinson in respect of the 
Century Royalties that was drilling just about that time? 
Yes, I hearé that. 

If I recall it right he stated that your Company's geologists 
gave it as their opinion thet the development of any further 
land in that particular area was not warranted, due to the 
deeper drilling? 

“ell he mey have stated it, I do not know. 

So what would give or whet woulda justify your company 
placing 8 value of »413,000.00 on this Sterling Pacific 
lease? Can you give us any basis for it’ 

Yes, I have already said we issued a total of 64,450 shares 
for various considerations, and when we came to set those 
assets which the Royalite Company had purchased on its books, 
when we came to set them up on its books, we took the Known 


value of the well. ‘e took the knowa cost of the well, 


because we knew that cost. The costshad been accumulated in 


our own office and naturelly we took those as being the Costs. 


‘Ye put a value on certain surface rights. I forget now, but 


Some nominal value on the surface property we also acquired, 
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and we got & quantity of drilling equipment too at the 
time. That wes appraised. An inventory was taken of it, 
it was appraised and the value was placed upon it and set 
up in our books. “hen we had ascertained all of the values 
that we xnevi, that we could roughly appraise or value, we 
simply applied the difference to the leases. That is 
64,450 shares at 412.00 would amount to a certain sum of 
money, and after deduction of the cost of the well and 

the appraisal value of the drilling equipment and the value 
of the surface rights, ete., the balance wes, I believe, 
413,000.00, and we called that the value of the }eases. 
Can you tell us the averase production, the value of the 
daily production at the time you acquired these leases. 

The value of the daily production. Wo, I cannot sey that 
eto tas time. I could inform oyself. 

So thet you took the cost of drilling the wells as they 
could be ascertained and the cost of the property? 

Yes. 

To the original company? 

The North est Company had drilled the vell and as the 
North “est Company accounting is also carried out in our 
office, we knew what the wells had cost. So we took then 
over at the cost to the North ‘est Company. ‘ie took then 
over to the Royalite Company at that time. 

You knew the cost of the leases to the predecessor company? 
No, not to the predecessor company. 

You aid not take that into considerétion in setting the book 
value? 


No. 
So thet you are not prepared to say that you judged the 


value by the recovery, the possible recovery of the wells? 
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& No. In valuing these wells, which I have done, I have 


merely based it on what we actually paid for lands ad jacent 
to it. 

G Did your office here calculate the values that would be paid 
for that prorerty in shares? 


A Well Pao imo Know. LT atacnoty 


@ Do you know if your office here did it? 
4 I cannot say that. I do not know. 
G Now do you know if is it in your knowledge whether the 


Roya lite shares are maintained on the market? In other) 
words whether there is any agency that tries to stabilize. 
the prices of the shares on the #xchanget 

A I have no knowleuge of any such agency. I do not belie ve 
any such ageney exists. 

q Can you tell us who were the main holders of Sterling Pasific 
Shares at the time of your purchase? 

hb Wo, I have no knowledge of that. The London & lestern Trust 
Company of Vancouver were the liquidators. These Shares 
were, of course, interchangeable for Royalite. It could be 
determined who got the Royalite shares in exchanwe. ‘le have 
B*record of thet in our office. 

@ In connection with the charges that you make to each well 
in Turner Valley, I am talking about operating charges, is 
it your custom, - well I will give you one particular instance 
to illustrate the point. Is it your custom, for instance, 
when you have some equipment to go to @ particular well, and 
you have the same or some equipment to go to the other 
wells at the same time, from your Central warehouse or from 
any other point of supply, is it your custom to have your 
truck drivers furnished with a book and charge the full 


value of that particular trip to each well’ 
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Charge the full value, is thet what you said? 

I will illustrate it to make it clear. If a trip from 

your aentxvel warehouse in Turner Valley to a given well, 
done by an.outsider , is worth 15.00, and you have to 

take some small piece of equipment or a pump or anything, 
and you take some equipment to some other well, either 
owned by yourself or operated by your Company, is it not 
customary to charge 415.00 to each well? 

NO. 

Bees 1077 

No. 

Are you positive of that? 

Well, is this an instance? I can’ tell you it 4s not. the 
MaeemrGos, 1b 18 not any policy, I can tell you thaws 

am poSitive of that. 

It is not the policy? 

No, it i8 not the policy. 

Would you be prepared to deny thst your drivers are 
instructed, according to just what I have explained, in 
other words, are instruoted to charge each well the full 
amount? 

IT do not understéend thet, Mc. Plotkins.e Maybe I should 
explain what we do. Most of our trucking is hired trucking. 
“Me do not operete very many trucks of our own. le engage 
men, contractors resident in Turner Valley, heaving the 
equipment there. If one of these hired truckers was ordered 
to gc to the warehouse and p#ek up a pump for séy, Sterling 
Pacific No. 3, and he was also instructed to teke another 
pump to another well, well the cost would be divided between 
those two wells. That is our policy. 


That would be normally whet you would expect any company to 
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do, would it not be? 
A Yes. 
A matter of just plain honesty? In the case of the Roy- 
A @lite is it not customary to make a full charge to each 


well? 

A HO; L% 15 Hot. 

THE CHAIRMAN: The witness has already 
answered, it is not a matter of policy and he does nat 
know of it being done. It will not add anything to iv to 
have him repeat that four times. 

C Pike PUOTR ING’ You supply estimates as to 
the cost of production before undertaking a drilling program 
frcm yerr to year, to your head office don't you, Mr. 
Burns’ 

ys Supply estimates as to the cost of production? Yes, ve 


prepare a budget and I think I have submitted that. 


q You have submitted the budget, yes. 

4 During the pipe line phase o* this Inquiry. 

Q Do you not supply further information in ‘that has been sub- 
mitted to the extent that it shows the probable recovery 
and the cost of the recovery for the oil. For instance last 
year's progrem where you have 11 wells. You estimate the 
cost of drilling those elcven wells at so much money. 

That is whet you have given us as an estimate? 

4 Yes. , 

Q That vas submitted last September to your head office? 

A That is correct. ‘when you say to our head office you 


are speaking now to me as an employee of the Imperial 
Oil Limited, and that is in this sense, or under the 
Royalite. Because the Royalite's head office is here. 


Q Uhat I mean is, whe Royalite when it makes estimates 
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it is checked by Imperial Oil, as I understand Sree | 
that correct? 
Vas. 
These estimates you gave us, they were sent to Toronto 
for approval or somewhere for aporoval? 
Yes, in order to make up, I presume, a combined Imperial 
picture of capital development. 
So that for all practical purposes we can regard Toronto 
or New York es the head office of the Royalite? 
For all practical purposes, no, I would not say that. 
MR. NOLAN: The t is an improper guestion. 
THS CHAIRMAN: I am sorry, I did not- catch 
the question, 
VR. NOLAN: He saic fcr all practical 
purposes we cén regard the head office of the Royalite 
as at Toronto or New York, and he wants the witness to 
answer that. 
REY. PLOTKITNS: From the stendpoint of 
submitting estimates of costs to be approved? 
THs CHS IRMAT: It has been proven where 
these head offices are, iw. Plotkins. You make your 
point that subordinate companies have to submit to the 
higher up companies? 
Pe EbOTRING: Yes. 
TH? CHAIRMAL: Why press him about where 
the head office is, to all intents and purposes? 
M..PPLOTKINS : I am not pressing Mr. 


Burns. He himself asked me if he was to regard himself 


in this particular instance as an employee of the Imperial 
Oil, and of course, I am not in a position to say. 


TI CHLIRIAN: You were speaking of sending 


inn, : bh l 

© . , é - fr was ‘ a) iy 
Lee ses : ie i g “ ii end 5 cm 
gk .He0s dekeem ae he 


ag aete? a2 eae 2ae A ani oven) ee weed 
PL svotoy 5k oemeei ne se - Eavoniage 


: » oe os a 7, " 
A gb LA SMA Bp RARE a ee 
aay Q pee ann Seca : M "| uw’ § 
ve a 


es rar 


x manpeel ey eb bed teeeo T i 
wate a “es OmRI chadarerenyy Ste" ont 


pau 


i es Ot aa: } eokt ao ‘Sei vette 2 os lies 
. y i a 


De rs mn Ne 
ie 
: eat 
fe Srp 52 se tae y sen 
. j " ; : 
BREED Joe Eh Ree Ae ) 
° -_ os ri 
2 ed 
P ; bret * fee ifs 7 | 
Feu shidnaase casuals q i) , ie) ae Cat 
ee ; tA et ae pre mw tL 
By, Pa! a» PAMEAT Se "week | 4 BIS et me eat 
art .avion bs iS Tan goer - Ae 7 Fs Bid Ey Petes P| 
; « : 2 7 5 ; . E bi : ahd E sa i tii irs 
: De Ss ee 2h he : RG Re ait i. 
od Qndng f4 edd Sheer ei Ram sae) Gee ee 
¥: Ei faubee van 64, Dat ae 
< 2 = ’ by . Le is 
, | ar > ; bie “ : P bates) ‘ Fi 
x. 4 arg aah ih ( & ule ‘ad per. oy ae antes 
. 
oh aL Le pS be : AL | ay et at : 
4 a toe eiherervag? sh. € =) 7; pce! 
COGN REOLG CREE BB a t 
a“ w “4 “ Y . A 
ae aA aes “f - w ys cat a L 
— “ . pe. ee She tae Pie std \ Cr 
WG SRL AE! ERR «UL, alien 
bie an i ‘ ) 7, sata a” 
iS Ap Ps N : 4 hi : 
: Bit. at BhaGie. OF; o tet Sselnnainea ey ; : 
Piaihne: ® 


et ih) | eee: 
| qm 4. SAO fa Sta: ROW, Wat! 7 
| ah ae’ sia na 
Leow ep ios. Ore. Gareieeti Iie: or ak Spry 
Dia ' el, ren hee 
otal : act aba t 9.4 ae Bae? 

i i q oe ray v ae 

LapaeS, Susan. od - ll ‘Oi: TA aes be deat Beare 
faassen eg? 46 POOL IMS he 46: %9n dF eqgtt set uate 


hood yh taeda fon: oe. Fh panama 


te— 


T=2 
14 


T. B. Burns. | — =6697- 


statements to the head office. 

MR. PLOTKINS: Yes. 

THA CHAIRMAN: The witness is an officer 
of both companies. If you refer to his head office as 
en O1ficer. of -the Imperial Oil, all right, it is Toronto. 
If you are referring to his head office as an officer of 
Royalite, it is in Calgary. 

G ae JeLOUn LNG “hat I am referring to is 
the head office in Toronto, that you submit these state- 
ments to for approval, this budget. You supyvlied additional 
statements that shows that if you spend so much money 
you intend to recover so much in this year, next year 
and so forth, and you transmit th:t knowledge to the 
cost of production, is that correct? 

4 No. Ido not know of any. There may be statements in 
letter form or something which show that, but I have no 
knowledge of anything like that. ‘ie do submit this 
budget, which is the amount which we cxpect to spend in 
any forthcoming year on capitel development. And then 
throughout the year as necessity for these expenditures 
arise, we submit a further estimate of our cost. fin 
the first instance we, fairly roughly we just calculate 
we are going to do so many thousand feet of drillihg, 
and it is going to cost us so much money. Later on we 
know more about where tht drilling is going tobe done 
and we send more specific information, after the location 


of the well has been determined on. 
(At this staga the Hearing was adjourned until 2 P.li.) 
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MRs« #nAWwLby: Mir. Harvie. 
MRe HARVIE: Mir. Chairman, the British 


American Oil Company has brought lir. B. Es Hull of 
Houston, Texas, who expects to be uble to show that he 
is a man of experience in the pipeline business and to 
give evidence on certain matters that we are interested in. 
ZI will oall Mr. Hull. 

PURLON ij. HULL, having been first 
duly sworn, examined by Mr. Harvie said: 
Mre Hull, you reside in Houston, Texas? 
Yese 
And you are a graduate in Civil Engineering from the Téxag 
University? 
Yes. 
You are active in the pipeline business? 
Yes. 
And have had considerable experience? 
Yes. 
How long have you been in the pipeline business, ir. Hull? 
54 years. 
And will you let me, just give me an idea of what your 
office is or your connection with the various pipeline com- 
panies might be? 


Well I have been connected with them, originally as an en- 


gineer and of recent years I finally succeeded to the 


management of these lines with which I am connected. 
So you are now President and manager of certain pipeline 
companies operating throughout the States? 


Yes. 


Will you give me some details, please, as to what companies 


and where they operate? 
Well one of them is the Texas Lmpire Company operating in the 
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States of Oklahoma, Kansas, Missouri, Illinois and In~ 
diana. 
Q And you are President and iianager of that compan y? 
A Yes. 
Q Active in its operations? 
A Yes. 
Q You are active now in the operations of the company? 
A Yese 
Q Just give me some idea of the extent of the operations of 
that company, for instance the anount of mileage operated? 
A We are operating approximately 1,000 miles of trun lines, 


as we call it; thet particular company does not own or op- 
erate any gathering facilities. However we have termini 
in each principal producing irea of xansas and Oklahoma 
and also in Illinois and receive crude oil from other car- 
riers and transport it to consignees principally in the 
Great Lakes districts around Chicago. 

Q Any other company? 

A The Texas-New iexico Pipeline Company operatire in the States 


of Texas and iNew hiexico. 


& what length of line does it operate? 

A They have about, we have about 1130 miles of line. 
Q And you hold the same offices in that company? 

A Yess , 

Q MAJOR LIPSLIT: is°that trunk-line? 

A 


Yes, the trunk-line runs from Artesian, New liexico, to 


Houston Texas. 
Q MR. HARVIE: Does that company operate gather- 
ing lines? 


A Yes, in West Texas and in New iexico. 
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Q Any other company? 

4 The Kaw Pipeline Company operates in Kansas; principally 


gathering facilities. The trunk-line igs short, only 
about 45 miles of trunk=-line; the remainder are gathering 
lines from fields in .Jestern Kansas and terminals, the 
line terminates in the Central part of the State of Kansas 
where the oil gathered is delivered to other carriers and 
moves, some of it Lastward and some of it down into Okla- 
homa . 

Q And altogether operating how many miles of gathering lines? 
I do not remember just how many miles of gathering lines, 
if I might be permitted to look at my notes, I could look at 


my notes and tell you. 


Q Yes, certainly, I think approximately will be sufficient. 

A I think it is around 500 miles. 

Q That is 500 miles of gathering and trunk? 

A There is 480 miles of gathering and trunk lines, of that 
amount about 50 miles of trunk line and the balance gather- 
ing lines. 

Q Any other company? 


A The Central States Pipeline Company opereting in Illinois; 
it is also similar to the Kaw, the principal operation is 
gathering services with about 70 miles or 75 miles of trunk- 

line. The oil is gathered and delivered to refineries and 

to other carriers, who move it to the Great Lakes area. 

They have about 200 miles, the Central States,of line. 

Part of which is trunk and part gathering? 


Yes. 


any other companies? 


ec = £5 


The Texas Pipeline Company operating in Texas, Oklahoma » 


no, Texas, Louisiana and Arkansas. 
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wnat length of lines? 

4400 miles, the Texas Pipeline Compan ye 

How is that divided between trunk=lines ana gathering 
lines? 

There are about, as near as I can tell you now, about 1400 
miles of gatheTing lines and about 3000 miles of trunk- 
lines. 

And you hold the same offices in all these companies? 

Yes. 

Can you give me any idea as to the extent of the through- 
put of those lines last year or at any time in recent years? 
You want each one of then. 

Oh no, generally? 

Well the whole crude moved, we delivered out of our system 
last year 159,000,000 barrels, that is for the year. 

For the crude. 

That is for all of those lines I mentioned. 

Have you anything else you wish to say in connection with 
your experience or qualifications for speaking to the sub= 
ject, Mr. Hull, that might throw some light on it? 

well there is very little I can add; as 1 mentioned before 
I entered the business as an emgineer, as a junior engineer. 
I think I have had some experience in all phases of the oil 
transportation business. 

And you have been in the oil transportation business through- 
out these 34 years? 


Yes. 
Mr. Hull, have you got a genoral knowledge or a knowledge of 


the pipeline system known as the Royalite system in this 
district, from Turner Valley to Calgary, are you familiar 


with the, in a general way, with the Royalite Pipelines Com- 


pany's system? 
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Only in a general way. 

You have a general knowledge of that? 

Yese 

Now I would like, having that system in mind, I would like 
you to give us your views as, in the first place, as to 

the necessity we will say of terminal storage in order to 
effectively and efficiently operate that line and if you 
Gare you may divide that into what branches you wish, for 
instance, if it was only delivered to refineries and other- 
wise? 

Well I would say if the shippers oz consignees have ad+ \] / 
equate tankage at their refineries or othor points of de- 
livery I fail to see where the pipeline company needs any 
terminal storage. i \ 
Now you are talking about where deliveries are made directly 
to refineries who have their own storage facilities? 

Well it might be there are some shipper'ts terminal that may 
have tankage, just so they have tankage. 

mieuiver it isa refinery---<- 

It doesn't make any difference whether it is a refinery or 
not, so long as the delivery is into the tanks owned by 

the shipper, so I do not see where tle pipeline company 

need terminal storage. 

I gather from that statement that your view is if the pipe- 
line system were only delivering to the refineries and 


that those refineries had,~- I am talking about refineries or 


consignees? 


Yesa 


Who have tankage, to simplify matters, we will say the 


refineries? 


Yes. 
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Q And they have ample sto>age themsclves, that in your 
opinion no terminal storage is required by the pipeline 
company? 

A That is correct. 

Q What would you think of the ample storage to operate, in 
this country, that the refineries would need? 

A Well of course I do not know your conditions well enough 
to be able to say what you would need as a carry-over for 
peak periods, for refinery operations; if your question is 
directed to what is necessary in the way of normal require- 
ments of crude tankage to receive uninterrupted deliveries 
froma the pipeline system--~-+ 

Q Yes, restricting it to that? 

A without respect to the additional storage to carry the re- 
finery over peak operating periods, I would say the crude 
tankage tanks that would hold you might say the maximum 
refinery consumption for one week would be ample. 

Q In other words, a refinery that had peak receipts of 5,000 
barrels a day, if they had approximately 55000 barrels of 
tankage? 

4 That would be ample. 

Q And thet is restricting your remarks purely to the operating 
of the pipeline: 

A That would have to be a little more than 55, I would say 
they would have to have one tank that would be delivered in- 
to, while they were withdrawing oil from the other, you 
couldn't put it all into one tank. 

Q That tankage should be split? 

A Yes, two tanks, two or more tanks of a capacity of 25,000 
4t vioulé take care of normally a 5,000 barrel refinery» 


Q But as a general statement you would say that a refinery that 
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m 
had a crude oil storage Capacity thet it could put at the 
disposal of the pipeline system equal to a week's maximum 
requirement would be ample? | 

A That would be ample, yes. 

Q MAJOR LIVSETT: Just to make it clear, that re- 
finery of 5,000 berrels, would require 14 days' storage, 


would it not? 


A No sir. 

Q Two tanks ef 45? 

A No, I said divided into two tanks. 

Q Oh, 85,000 divided into two tanks? 

4 Yes, because it is a matter only of opening a valve on one 
and closing it on the other when you want to switch. 

Q Mite BARVIG: The reason for that is, that you 
would not be pumping in and out both at the same time? 

A Yes, I want to make it clear though, the refiner himself 


would not consider that enough storage because he would 

want some more. I am speaking solely from the point of the 
mechanism of delivering his oil, that is all, that is neses- 
sary to deliver the oil. 

Q So far as the facilities you would have to supply to the 
pipeline company to allow the pipeline company to operate ef« 
ficiently? 

4 That is right; the refiner might consider they might need a 
great deal more oil storage than that on hand at certain 
times. 

Q As a matter of fact we have evidence that it is the usual 
practice sometimes to have crude capacity for 60 days, that 


is what you mean, that additional storage? 


a Yes. I know of one refinery that is handling 18,000 barrels 


per day and has been doing it for ten years and they have 
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only 50,000 barrels of crude tankage in two tanks; now that 
is unusual, that is only a little over two days‘ supply. 
They have never had an interruption. That is unusual asp I 


Baye You should have about a week's supply. 


(eceeeeeaennionree 
et 


Have you any other comment that you think might be helpful 
to the Commission in regard to terminal facilities of the 
pipeline system and we will restrict our remarks for the 
moment to deliveries to refineries along the lines we have 
discussed? 

Well it is all very simple. If we will say the consignee 
in each case is a refinery, if he has ample crude storage 
Or rather crude tankage in which to receive the crude oil 
from the pipeline, why there is very little to add, that is 
all that is necessarye 

Now will you give me your views in regard to the terminal 
facilities, we will say, in respect of terminal tank@ re- 
quired for a pipeline company, that is dealing in tank cars 
and tank trucks deliveries? 

You. mean~--~ 

what remirements the pipeline company would need, if any? 
Well they would need a loading rack on the railway or rail~ 


WAYS. 


I am referring my question at the time, at the moment, to 
the matter of tankage? 
Well I would say that tankage divided into two tanks, that 


would have a combined capacity of approximately one week's 


maximum 


ee 


or tank truck would be adequate. 


AEA ES 
wo 


shipment by rail or tank car would be, by tank car 


Ana that is you think a proper investment for the pipeline 
company to have and to make when it is making tank car de- 


liveries to them, that amount of storage available? 
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Yes; a8 a minimum they should have about a week's supply 

or be able to put that much in. 

That should be in more than one tank? 

It ought to be in at least two tanks. 

And how about truck deliveries, you mizht give me your 
views as to whether it is common practice that pipeline 
companies make deliveries into trucks? 

No sir, it is not common practice, not into tank trucks. 

Do you Know of any cases where it is done? 

it is done by some of the smaller pipeline companies in 

the Jllinois field at this time and some of the Small ones 
in the Kast Texas field, are loading limited quantities of 
crude oil into tank trucks. 

But you say as a rule that is not considered a function of 
the pipeline company? 

No. 

By that I presume you mean the man who wanted tank truck de- 
liveries would have their own tankage? 

That is wrrect. 

Now assuming the Commission do want to give consideration to 
the matter of having tank truck loading facilities available, 
and supplied by the pipeline company, would you give me your 
views as to what might be required so far as storage is con- 
cerned? 

Well would that be handled, would you consider that at some 
Beparate point from where you load the tank cars or at the 


Same point? 


Possibly the same point, I would like your views on the 
efficiency of either system? 
Well of course the same valve in the line or @ hose or some- 


thing is all you need to fill the truck after, it is no& good 
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practice, it can be done that way, and I do not think any 
pipeline for any lengthy period of time woula want to use 
that practice but 4 would say as I do, let us assume that 
there is no tank, there are no tank cars to be loaded but 
you want facilities to load tank trucks, then I would say 
that a tank ov one or two tanks that would hold enough to 
load trucks for a week would be all you would need. 

Do I gather from your remarks that you think that possibly 
the same facilities thet are made available to load tank 
cars should be used for loading tank trucks? 

So far as the tankage is concerneC and all you need is a 
pipe connection with a hose on it that you can drop into the | 
tank truck. 
The same storage tanks? | 
Yes. 

In that case you might need a seven days' supply or a week's 
storagefor both? 

That would be plenty. 

Are you at all familiar with the facilities that are now 
available and the layout in connection with the RKoyalite's 
pipeline tank farm, we will call it, at the Imperial Refinery's 


site? 
I have not gone and inspected all their 


In a general way. 
facilities but I know where they are, where they are located, 
the general losation. 

dOuld you say with the possibility of requiring additional 
storage there or renting storage from the Imperial without 
building new storage, might answer the purpose for tank trucks 
or tank cars, I< should say? 


Well it is a matter to be worked out between the owners of the 


ithe LUA en A Alaa r h pre 
. en oT a 
Tawa aM 44 i ayot i 7 mA ed 


07) caightcalnctalds dma aso? TE on uae tee E. 
EN ape ch dh Oe eM. atari rite. ‘ 
+ joel de eae. abe ated, 4 Sok ee ee | 


tod Pebeol ate ots ae on. on 

“eng DMO eo RR nat eaty i Aaa aaa. 8 ial 

Nee : Leas ha fs 

MS ae 

se he ty ies Aa ea aves EX; ae ihe ine oy FY ois aR aa — oud, and 
wk A, 


eS) i 

f dae se ie Borne pt nae Ge ue ts a not. 8 By 
eLeeenairait aback Be TBO s fat, asbtanpe: rad haes 2 
Moiadte arao [-O9) oe he sie oem oi eu oath be 


a +s 


Shot ny 4 z Tae 


BORD Ae@ ayo Dae: Oe a “ve od ah 
Sh de aS GOD ASR ae 


RR ee 


4 ir f ib 
2 ete £ Me Ale Noli ts st AialgtnenRCe, pute se ea " 
ae Br seea ys Farha Ltd sy eit ais preys, a om ae eet es ats wm. . i: : 


fits i M i vy 


~ 


a 


tena Lt peti nee Batt 00 oon eva: T . ew ts 
A whesnnp Lone gee: eve, xe Raia. Pin rand: i ad, 


oR All 4 eee raed & 


>, .) Gatttabhsy anindupere domaine itt. a toe. aaa | 


VAL set r 


ge Ss: ah ¢y teak oe f oat was, RMTOte Pe eS tae 20.4 


gts rey - sonal ep ihase PUBLR « igi Ov, i 
| | Fiaael honda > bs 
; lies i 
m p29. eemecrit _Sarktho fea vera: : h ea as wee hy nt 


er Tee mh 

ay uy atk di 

1 ee ad i ¢ ws Ns he ae a 
; ) aie a 


Bei eHull 


C-3 
i 


~ 6708 - 


tanks and the carrier, the koyalite. If the Imperial and 
the royalite desire to make am arrangement with each other 
for the use of the Imperial's tanks I 8ee no objection to 
it, no reason why it cannot be done. 

Assuming that at the present time between the Royalite and 
we will assume the Royalite Oil Company has such terminal 
storage as you have suggested is necessary for these opera- 


tions, and that the Imperial have the loading facilities, 


would you give me your views as to whether you think, what 


would be an effective way for them to get together and work 
out this problem? 

«ell it is customary in the States, very few of the pipeline 
companies own any terainal, own Or control any terminal fac- 
ilities for loading tank cars or tank trucks and they almost 
invariably find it is much more economical to arrange with 
someone else owning the terminal facilities or refinery, say 
the refinery, to do the lnading for them, the terminal loading 
for them because the refinery has the persona there to op- 
erate the refinery all the time and handle their crude oil 
and it means nothing for them in addition to that to load 


tank cars and tank trucks. 


They might get better and more efficient service by combining 


the two? 


Certainly, and also the tanks for taking care of the crude oil, 


that could easily be taken care of in the refinery's crude 


tanks. 
are you familiar with what might be the customary rate for that 


service, what we would call the loading service in tank cars, 


in addition to the regular pipeline rate? 


Yes, the customary rate at the present time has been for a 
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12 
number of years is 2% cents 4 barrel. 

Q Just what does that include, wr. Hull? 

i] 

A Thet includes, that is the total charge for storing tem- 
porarily, temporary storage of the oil, and when I say 
temporary I mean a matter of a week or two weeks and the 
loading of the oil into tank cars or tank trucks. 


Q Would that include any loss in those operations? 


vell not so far as the shipper is concerned, the shipper 


bs 


pays the 2% cents and gets all of his oil loaded. 

Q In that 25 cents would it include any loss that the pipeline 
as loaders take in that operation? 

A Yes, in other words, whoever performs the terminal services 
are responsible for any lostes incurred &nd have to absorb it 


themselves. 


(Go to number 6710) 
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And thet 2% cents is considered anple to look after 


—_ 


that as well as other services? 

b That is correct. I am qualifying that by saying that 
is the generel practice. where may be instances of 
Some private agreement of which I have no knowledge 
where the shipper agrees to stand some loss. I am not 


sure. That is on terminal storage. 


That is geneveally recognized prectice? 
4 The t is the generally recognized practice. 
& “ould you think that would possibly be the fair one under 


the circumstances as you understand them here, in this 
systen? 

b TL think So. 

( Cen you give me a similar figure for that tank truck 


loading, or are you familiar “ith thet? 


ee ete eee a He has already put that in 
there. 
4 There is so little tenk truck loading, I would not be 


able to say. As I mentioned a while ago there is very 
little loading of tenk trucks \itn crude oil axcept in 
the oil fields where the producer loads the tank trucks 
trom his lease tenk., The Little oil thet. is..do0edeq, an 
tank trucks at the terminus of ths pipe l:ne, or some 
distance from the oil field, I would not went to say 
there is eny regular charge. But I believe this, that 
Should that service be required the terminalling company 
would probably cherge exactly the same as they would do 
for loading tank cars, because in nearly all insténces 
that I mention, that the terminalling servic: is for loading 


into tenk cers or other vessels. So that could mesn tank 


trucks as well as anything else. 
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Now, going from there to the matter of pipe line rates, 
transportetion rates and so on. ‘Jill you give me your 
views as to the real principles, we might say rather than 


maybe the figures, that might be applied in a case of this 


kind, such as whether there should be a rate for one service 


and an additional rete for other services or not? 

There is usually a base rate for a gathering service, ina 
producing field or district which is tributary to the 
terminus of @ pipe line. Then there is customarily a trunk 
line rate which provides for the transportetion of oil 
from the point of receipt by the pipe line company or 
carrier to the terminus, and includes delivery into the 
consignee'’s tanks, unless additionel pumping service is 
required at the destinstion to put the oil into the tanks. 
Then if the oil at the terminus is loaded on board tank 
Ship or cn on board barges, or into tank cars or tank 
trucks, there is a charge for the terminalling service. 
That would be an additional charge over the trunk Line 
rate? 

Yes. In other words the movement of the oil from its 

point of origin until it is delivered to the consignee, 

is usually divided into threes rates, which are published, 
the gathering rate, the trunk line rate and the terminal- 
ling rate. 

Now is it the common practice as well that the gathering 
and trunk line rate might be included in one rate? 

They can be. There are a few districts where thet is done. 
In some stctes. No interstate rate bhough is included. 
In the United States, the Interstate Vommerce VomuisSion 


requires establishment of cathering rates separate from 


the °-~unkline rate. 
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Gq Tmt doss not apply where it is all in one state, 


necessarily? 
A In some stetes it does apply and in others it does not. 
Q Then I gather from you that there is either a joint 


rate to include gathering and trunk line deliveries, 
or that may be divided into two, according to the 
situation? 

s That is correct. There is no need to divide in two 
if it is not likely that anyone wants to perform the 
gathering service only or wants to perform the trunk 
line service only. In that case there is really no 
need of having two rates. 

Q There is only one exception, where a person might want 
to take delivery at the end of the gathering system 
that a separate rate might be necessary? 

A That is right. 

Q faepe you stete , Mr. Hull, it is the usual practice for 
the pipe line company to make deliveries to the refinery 
storage or the consigness' storage at the regular trunk 
line rate, without additional charge’? 


& Unless extra pumping service is performed at the terminal. 


ae) 


But wheres theze is no additional pumping one rate is 
inclusive? 

A That is right. 

% Then an additional charge for additional services such as 


loading into tank cars, tank tricks or other vessels? 


A That is correct. 

s Is that s pretty well uniform practice in the States? 

4 I think so . I would say that it is. 

s Vould you ive me your views on the practice, what the 
general practice is in connection with, ve will say, 


the installation and financing of the branch lines 
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from tne main trunk line to refinery. Doss the pipe line 
compa ny do that or who does, or what is the practice? 

4 ‘ell the practice variess There @re no regulations in 
any of the states, nor is there any interstate regulation 
requiring a pipe line company or earrier to instal at 
its expense any special delivery facilities needed for 
Making delivery to the consignee. It is the practice, 
however, for the pipe line companies to lay such branoh 
lines as may be necessery to make deliveries at its 
expense. 

C The pipe line company's expense? 

& The pipe line company's expense, to make deliveries into 
the consignees'tanks. The pipe line companies usually 
require the consignee to either lay the line and then 
they agree to buy it by paying for it in instalments, 
or require the consignee to furnish a bond cr some j 
other guarantee that there will be enough tonnage 
moved through that branch line to justify its instal- 
lation, and to make it a financially sound investment. 
Naturally the pipe line company is not going to incur | 
any considerable expense in branch lines when they have 
no assurance of moving enough oil through the lines to 
Justify the ace We teen COSTES. 

Q I gather fron that it is le*t with the pipe line company 
in its discretion to say as to whether the branch line 
is built by the pipe line company without further question or 
on Some terms thas are arranged by private agreement? 

4 Thet is correct. 

q Nould you just give me a few of the factors tht might be 
taken into consider: tion, or give me an illustretion of 


where it might be proper to builc a pipe line connection 
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to a refinery without any guarentees or otherwise 

Vell suppose you had an empty pipe line and e man 

was huilding a refinery right there and he says "If 

you will build me a line into my refinery I will give 
(eeeanlot of o11,% I do not think that I would go very. 
far in asking him to build a line. I would probably 
say "I will be in there tomorrow with it." 

Pm yOthner WOrdS seis. ss 

That is an extreme example. 

In other words it is what is good business? 

That is correct. \hen it is good business a carrier will 


Dumserea Line Yight up to the tank. 


fe will assume there is a case arises where maybe a pipe 


line company is doubtful about it being good business, 

yet the refinery wishes the service. Just how might 

that situation be dealt with? 

There is half a dozen ways it can be done. ss I mentioned 
@ little while ago the shipper or the carrier would 
determine about how much oil would be moved to justify 

the pipe line company to incur the investment. Then 

if the refiner has no way of guaranteeing that tonnage 
would move, and the pipe line company is not satisfied 
that the refiner is going to move the oil, or can move 

it, the pipe line company will then either require the 
refiner to guarantee in some way that they would pay for 
the line in the event that they moved only a small quantity 
of oil, or not enough oil to justify it, or they night 
require the refiner to build a line himself and agree to 
purchase it, either purchase it on monthsor years in 
instalments. In that way the pipe line company would 


guarantee itself sufficient tonnage to warrant the 
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investnent in the delivery facilities. 

C In connection with the re-purehase, is there any sug- 

gestion you have of whet might be eae fair rate to re- 
purchase? Is it according to through-put, or so much 
set arbitrarily each month? 

A Yell that varies. It varies with the circumstences 
altogether. It might be when the ovement started the 
pipe line company and everyone else would agree that 
there vas no way to give an assurance enough oil would 
move through the line to make it psy out, but within 
a fev’ months the refiner might increase his business, or 
he might improve his financial status to the point where 
the pipe line company was certain he vould later move 
Snough oil to justify their investment in the delivery 
facilities, and in thet case they would probably put 


6G end to it right there. Vind it up. 


£> 


Bpuy 1t- out? 
v2) Duv ab Out. 
& Otherwiss it might be at so much qa barrel basis‘ 


A That is rignt. 


a It might be re-purchased on so tiuch a barvel basis? 
A Yes, thet is right. 
Q What is the practice, liv. Hull, in connection with which 


company operates these branch lines or delivery lines, 
whether it is the consignee or the pipe line company? 

A The generel practice is for the pipe line company to 
be resnonsible for the crude oil until it is delivered 
into the consignees' tank. In order to assume that 
responsibility it is usuglly preferred by the pipe line 
company that they operate the facilities right up to the 


delivery tank. For instance in case of a leak ora break 
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Hull. 
in the line,if the pipe line company does not opere te, 
does not own or operate the delivery line, there is 
always a question involved of who is responsible for the 
break or leak, and who is going to repair it and who is 
going to stand the loss. ‘hereas, if the pipe line 
company oberates right up to the tank, then there is a 
clear-cut issue. There is no question then but the pipe 
me Lo responsible for the oil till it gets into) the 
tank. 
You say that is the general practice’ 
That is the genersl practice. 
And you think it is the proper practice? 
Yes sir. 
And the most efficient? 
Ve - think it is the most efficiemt. I wouldisay it 
is the most satisfactory. 
Now that would be more so if it meant there was only 
one public utility handling all Jines rather than one 
main trunk line »perated by one public utility and each 
branch line by e separate one. That would complicate 
matters in your opinion? 
Yes, that would complicate it, if there are more than 
one engaged in the operations, why there is always a 
question arises when there is a loss of oil or breakage 
or leaks or something like that occurs. It is difficult 
to determine which utility is responsible. 
So it hes developed to be a somevnat uniform prectice 
throughout the fields you operate in, that the one 
utility makes delivery right to the refiner's storage’ 
Well, that is where, that is true where the pipe lines 


are reasonably close to the point of delivery. But you 
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understend carriers have joint transportation arrange- 
ments similar to the joint erran.sments between railroads, 
whe -e you shin your freight a good many miles by one 
railroed then it might be picksd up by another railroad. 
But you had rererence only to...«e. 

# Littie branch. 

To @ particular district where the pipe line had a ter- 
minus, is that right? 

Yes, just what you might call deliveries in the vicinity 
of the terminus of the pipe line or along the route of 

the pipe line? 

"@ll it is genereél in thet situation for the carrier to 
operate his own delivery facilities right into the 
consignees!' tank. 

Now, in connection with the delivery facilities or Lines 
into the consignees' tanks, what is the usuel practice 
as to where the line terminates? Is it at the boundary 
line or at the tank? 

“ell that varies. It might be either. It is more or less - 
the boundsry line of the consignees' property is acceptable 
to if that satisfies the shipper or consignee, that is 
acceptable in most cases to the pipe line company. On 

the ther hand there are a number of pive line companies 
prefer to run their lines right up to and connect to the 
ConSsignees' tanks. 

Just tell me why that might be the case, why they wish to 
do that? 

“ell, if they did not connect to the consignees" tanks 
they must then of necessity connect to some part of the 
consignees' se Line system, within his plant and due 


to causes beyond the consignees' control there might be 
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B.a.Hull. 


Some reason it is impossible to measure exactly the 
Stream, 1 mean to determine tht all the oil that 
ontered the consignees' premises went into any parti- 
cular tank. there might be a number of leaky valves 
on there that the consigneo did not know anything about. 
So on account of the fact thet some shortage in oil might 
develop which cannot be determined, if the pipe line 
companies! delivery facilities sre connected into the 
piping end, and operated for otmr purposes by the con- 
Signee, well for that reason the pipe line company 
prefers in most cases to connect its own lines to the 


consignee's' tanks. 


C, In your experience you have found that in most casss 
preferable? 

v) Most satisfactory to all parties sgoncerned. 

G M2. PLOTEINS. One question I would like 


to ask. What is the customary area at the terminus of 
the pipeline as to how it is considered a delivery area, 
or is there any particular rule? 
4 There is no particular, no generally accepted area. 

I will have to give you eae fev examples. The Chicago area 
takes in all the way from Lockport, Illinois, all the 
way around to fast Chicago, Indiana, a distance of 

about 35 miles in the extreme from one point to the 
other. The St. Louis area runs from Wood River, Illinois, 
clear down to below Eest St. Louis. That is about 25 
miles. The Fort Worth area, I imagine 811 the refineries 
are within a radius of about 5 miles. The Dallas area 

is about the same thing. In the Port 4rthur, Dome Oil area, 
the rates aro the same On 11 charges to the deep water 


termini and that distance from the extreme Northerly 
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refinery Beaumont to the one to at Sabine, is about 
50 miles. So you see you cannot make a general rule. 
In Houston it runs ali the vay from Houston down to 
the Galveston Bay, a distance of about 385 miles, or 
00 miles perhaps. Texas City, I should say a radius of 
& miles would take in all the refineries in Texas City. 
Corpus Christi the same. In those areas any of the main 
trunk lines having facilities terminating within those 
refining areas in most cases they have their delivery 
lines to gach refinery to which they deliver oil. I 
Say in most cases. ‘There are a few exceptions. 

G ‘ha t are the reasons for the exceptions? 


perheps, another let us say, refiner or 


ay 


Well because, 
rather pipe line terminated at Beaumont, and wants te 
make delivery fcr @ short period of time to a refinery 

at Port Arthur, a distance of 20 miles say. He would 
much prefer to make a joint arrangement with some other 
pipe line company who has in existence a line running 
from Beaumont to Port Arthur, and pay him for the use of 
his line than he would to ineur the expense of a delivery 
Line down to Port Arthur. You understand, of course, 
most of the rates, they are the same, the rates from 
common points to Beaumont and Port Arthur being the same, 


fm I to understand then thet the original carrier owning 


i>. 


a trunk line would make arrangements with another carrier, 
bet ic .in-a position to deliver to Beaumont? 

4 To Port Arthur. 

Q At the same rate? 

4 That is right. 


Q There is an interchange of facilities to competitive 


points’ 
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Just to give you a single instance of another case 

where the pipe line company has a main line passing 
Within about two miles of e refinery at which they 

want to make some deliveries instead of laying thet two 
miles of pipe over there they operated or they rented a4 
witer line, that was one time used for pumpin;, water, 

from the consignee by the way. The consignee owns that 
water line. But they were not using it so they rented 
that water line from the consignee and pay thema modest 
@mount, I do not know what it is, $100.00 a month or 
Something or another for the use of the water line to 
make delivery into the plant. 

So that by that fact we can say that the carrier considers 
oon Obligation on his: part to deliver. oil to the refiner 
when the refinery is located within a reasonable distance? 
That is accepted in the States by most pipe line companies, 
yes sir. 

Nov you are generally familiar with the Royalite's system 
and the refinery situation in Calgary? 

Yes sir. 

Vould you consider, or what would you consider in view 

of the conditions that exist in Calgary, the volume of 

oil that is going through the Turner Valley pipe line to 
Calgary, what would you consider a reasonable distance to 
expect. the pipe Line company to pipe to a refinery at an 
alj-ineclusive rate? 

Well I do not think there are at present any refineries in 
Calgary that are too far from the pipe line to justidy 

the pipe line company owning the facilities right up to 
the consignee's tanks, provided the consignee wants to move 


enough oil and will move enough oil in there to justify the 
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branch line. Thet is the whole essence of the 
matter. It is the amount of oil thst is to be moved. 
Q How long would you consider, Mr. Hull, that = how much 
volume would you consider would be necessary to justify 
Se orunk Line anvestient ina delivery Line in the form 
or how long would you expect it to pay for itself? 
y;) Oh, I would say that is a pretty tough one, that question. 


You heve not got enough factors in there to work that 


out. 


(Go to Page 6722). 
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Hull. 
‘Yell, would you say that there was sufficient oil 

Pe sieht if that refinery could see sufficient oil 

to be moved that would pay for that line by practically 
the holdings in three years or two years or one year, 
that that would be the basis for the investment by 

the trunkline, by the pipeline company? 
Well, I would say this, that if the refinery can give 
the pipeline company assurance in some way that in a | 
period of three to four years he would transport and | 


pay for the transportation of enough oil to yield a | 


| 


) 
it 
5 
i 


| 


net profit that would vay for the pipeline facilities 


t 
q 


then, at the rate in effect, when the oil was moved, 
I would say it would be reasonable then. 
What do you mean by "enough"? 

I mean the investment woule be a reasonable investment 
for the pipeline company. 

Well, am I to understand that you mean the full rate 
applied to the delivery to that particular refinery 
over a period of three or four years? 


let us say the rate is 20 cents a barrel and the 


No, 
fio > 2s, let us say 5 cents & barrel----- 
Yes? 


5 cents a barrel multiplied by the number of barrels 
handled in three or four years will pay for that pipe- 
line, I will say it is a reasonable and equitable 
investment for the pipeline company; the difficulty 
comes in the refinery being able to satisfy the 
pipeline company and assure him that that oil is going 
to move. 

That is true; now, in your experience as @ manager 


of a number of these different lines, what is the 
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customiry minimum delivery that the pipelines 

usually make to their consignees? | 

Yell, that varies widely; some pinelines will not 
accept a movement of less than 100,000 barrels; 

others will accept movements as small as 500 barrels. 

I doubt if any pipeline, no matter how small, will 
undertake to move less than 500 barrels of oil for 
anyone. 

Now, coming back, applying that particular principle 

to this Royalite pipeline system, 32 miles of trunkline, 
gathering system, with transportation approximately 
6,000,000 barrels a year, supplying 5 refineries in 
Calgary, loading tank cars, at for approximately one- 
third of the five or six million or less, we will say 

a quarter, whet, under the circumstances, if you are 
sufficiently familiar with them, would you say would 

be reasonable to expect a pipeline company to make 
insofar as deliveries, that is the minimum you would 
expect them to make; having all those factors in view? 
You mean in dollars per day? 

Any one delivery? 

What is that? 

The minimum delivery, I might be a little more specific, 
the Royalite Pipeline company has proposed 3,000 barrels 
as the minimum of any one delivery, and I want to know if 
that is reasonable in view of the circumstances, or if 
it is not in the light of your experience? 

I would say that is reasonable. 


That is reasonable? 
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Yes. 

You figure that a refinery that eoula not accept any 
smaller deliveries than that at any one time should 
not be given service? 

You mean larger deliveries, don't you? 

Smaller deliveries; you see, in Montana the practice 
is 500 barrels under the same conditions, and here it 
is proposed to establish 3,000 barrels as the minimum, 
and I want to get your views? 

I think 3,000 barrels as a minimum of the delivery 
from the pipeline company to the consignee is reason- 
able, because if they were smaller it would require, 
possibly the pipeline company would have to keep 
certain men over there to keep gauging tie tanks every 
hour,and if they had to do that there would not be 
Very mich profit in handling the oil, so for that 
reason they require to make deliveries in larger 
quantities, and I do not think that 3,000 barrels as 

a Single delivery is unreasonable at all, as a require- 
ment by the pipeline company. It would not be 
unreasonable if the refinery were handling 3,000 
barrels a day, - whether it is a small refinery, 

if the refinery was handling two or three hundred 
barrels a day, he still ought to have enough tankage 
so the pipeline company could deliver him, oh, 

3,000 barrels, that is not too much as a requirement 
in a refinery, I do not think in the way of crude 
tankage. If he has not more tankage than that to hold 


erude I do not see how he can get along very well, 


that is only 6 days' supply. 


6 days’ supply for what? 
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A At 500 barrels a day, 3,000 barrels is only 6 days’ 
BuDDLYy Tor hams 

Q But you stated before in your evidence that for 
practical Hanes aes it required two tanks? 

A Meat iS ello rights 2-1500) barrel’ tanks, that is’ all 
right. 

Q That would have to be pumping one after the other 
for every pumping? 

A They would have to switch from one to the other 
after it gets empty, similarly the pipeline when it 
finishes, when it fills one wil? have to switch over 
and fill the other one. 

Q Now, what is the custom----- 

MAJOR LIPSET?: Does that mean that he 
would have to exhaust all the oil in both tanks before 
he could commence to take delivery? 

A is NO s 
How could you get 3,000 into 2-1500 barrel tanks? 

All right, you would have to have one, supposing one 
tank was down to about 1,000 barrels left? 
Yes. 

A The other tank is empty? 

Q Yes? 

A The pipeline would fill up the empty tank with 1500 
barrels, the refiner would then be full again with 
1,000, which is left in the empty tank, I do not say 
he should get 1500 barrels down to the bottom, there is 
always going to be a little at the bottom, all right, 
just as soon as the pipeline comvyany fills the No. l 


tank he switches over into No. 2, and the refiner begins 
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to charge his Gills out of the No. 1 taken,ana the 
pipeline company fills up No. 2 with the other 1500 
barrels. I said 1500, you can make it almost any 
amount you want, 2,000 barrels, but I think I men- 
tioned once before that I thought it only reasonable 
that each consignee should have crude tanks, the 
minimam available, I mean crude tankage available 
to hold at least a week's maximum consumption, for 


refinery. 


(Page 6727 follows.) 
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Suppose that refinery takes up to 1,000 barrels a day in 
the middle of summer, I would say then he Ought te have 
about 7 cr 8 thousand barrels in his crude tank. 

Q WR. PLOPKINS: . Now Mr. Hull, in connection with 
deliveries to the refineries in the gathering field, that 
is in the gathering area, what is the practice, the general 
practice, having in mind again the conditions which exist 
here in Turner Valley and Calgary, you see we have two re- 


fineries located in Turner Yalley? 


v3) In the field. 

Q At the present time their pesition is very insecure? 

A Yes. | 

Q There is no established basis for the right to deliver oil 
to them and I was just wanting to get your opinion and your 
views? 

A You want to know what service those two refineries can ex- 
pect from the pipeline company? 

Q That is correct in the way of orude oil requirements? 

A I would have to know a little mere about their location, if 


they were close enough to the pipeline company's terminals 
or main pumping station, to receive that oil without any 
considerable expense in a delivery line to serve them, I 
should think thet the pipeline company could afford to 
gather their oil for them and deliver that in the field at 
a somewhat lesser rate than to deliver it here in Calgary, 
but again that is something for the pipeline company to 
figure out; I do not know anything about their costs with- 
out more knowledge of details. 


) The situation that actually exists in Turner Valley at the 


present time is that these two refineries are located within 


a half a mile of the pumping, or of the sub-station? 
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Yes. 

And they are under the difficulty that exists in Turner 
Valley, they are una@le to make direct connections to the 
well, so they have to purchase their oil from the pipeline 
company? 

Yes. 

And the pipeline company naturally says "we will make de- 
liveries from our sub=-station in tho fiela"? 

Make what? 

Make deliveries of crude oil, the pipeline cempany from the 
Bub~station in the field to the refineries? 

Yes. 

And the distance is under a half a mile and I just wanted to 
know under those conditions if you had a similar conflition 
in any one of your pipeline companies, and what would bes 
reasonable rate and the conditions of delivery? 

Well that is a pretty hard question for me to mswer, I do 
not know whether I can say, I have not a similar condition. 
You have not e similar condition? 

Nee 

HAs the condition which exists between you as the transporter 
and your customers, in all of your connections, the same as 
exists between the Royalite here and the Imperial, where they 
are both producers, transporters ami users of oil, that is 
where they compete directly with the people who supply oil? 
I do not think we have, or at least I know, I am not con- 
nected with any pipeline enterprise that either buys or sells 
ghy oil; we are not purchasers nor sellers. i/e have ne oil. 
We are engaged solely in the transportation and gathering of 


the crude oil. 


So your main interest is to get as much transportation as pos- 
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3 
sible at a profit? 

A That is correct, so long as it is a legitimately produced 
oil. 

@ Of course? 
we know of a number of cases where there is lots of tran- 
sportation available if, from oil thet we have reason to 
believe was not legitimately produced and we do not want 
any oil of that kind. 

=) But assuming the oil is legitimately produced and an 
article of commerce, and within your gathering system, you 
promote as much business as possible with relation to the 
marketing or the producing ena? 

A That is true, if there is room in the pipeline to shove it 
in there; sometimes the line is full of oil.. 

eb In other words, you are not interested----- 

A No, not interested in anything except transportation and 
that is the usual case in our country, that the most of the 
carriers are interested solely in the transporation of oil. 
TO MR. NOLAN: 

Q Mr. Hull, there are one or two questions I would like to ask 
if I may. Something was said here the other day about what 
is called "wrking storage” or "imergency storage", I 


represent the Royalite and the Imperial O11 Company? 


Yess | 


Q And in the evidence given a day or two ago we were discussing 
terminal storage, nothing to do with loading tank trucks or 
tank cars, nothing except terminal storage and it was sug~ 
gested bib it might be necessary for a pipeline company to 


have a working amount of storage et its terminal, do you 


agree with that or. do you not? 
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If the pipeline company's function is merely and solely 
the transporation of crude oil from its point of origin 

to the consignee end the consignee has adequate tanks of 
his own to take care, to receive deliveries of a quantity 
that would last him for u week----- 

Yes? 

I see no need for the pipeline company to maintain any 
terminal storege of its own. 

Some suggestion was made that there might be a shut-down at 
the refinery for some extraordinary cause, that they couldn't 
take any more oil for some few days or on the other hand 
there might be a break-down in the pipe trunk-line itself, 
do those reasons find favour in your eyes or do you still 
think there should be no terminal storage if the pipeline 
Bperving the refinery is wrecked? 


is a responsibility of the refiner- If he 


— 


No, I think that 
wants to shut down his refinery he should have enough empty | 


tanks in which to receive his oil and care for it until he is 


ready to start operating again, and that should not be a burden 


of the pipeline company to carry that oil while he is shut 
down. As a matter of fact what I have testified to here, be- 
fore, our minimum requirements in each case and in which I 


said I thought as a minimum each consignee ought to have 


sufficient tankage at his refinery to care of his deliveries 


for a week; in other words his maximum consumption for a week. 


Now if he has that I do not think that the pipeline company 


needs any terminal tankage. 


I wanted to get your views clear on that? 


Yese 
You say that it doesn't matter whether the emergency 


arises in the refinery or in the trunk-line of the pipeline 


80 Rae eS eer EPR 


> 
. | 
: ea a= 
. ‘ ; = . . ao 
‘ : . eu. : = 5 aT - = - 94 
‘ toty > é ms any v4 ‘. a tie s e : oe ; 
: 2 . hp - on 7 3 
: z . ep f ' aes : : ‘ : | 
i Oe -- r Z . Peet is Co i Ams i 1 any a Prot ae | ‘ ™ 4 
> fs 3 ; | : | : | 
Nees A . : : = 3 
, | e is e oss rr 13 Rig ° to = : P 
tot f ° “4 : | : | | 
. 4 ard . - ote bd N E ; bo ‘ | 
-. = 4s + i : 4 4 : , 
¢ ‘ y f 8 ? | 
re ‘a : . of - ees 4 
. . ej . = . we i 7 <5 aes iF : a 
| : ‘ , , 7 = : : ‘ Pp e 
. =" , . - ree . ci ied oe. ; : a +5 
. -“¢ is . . es ~~? « o > 2 oe | 3 F. a 
. 4 é rs i i, ' : Ii os a wey ; a 3 : 
| | e “ oe 3 Pon 
7 t . Lf iy * ace 5 7 ' x ks 
: ° - A : oe ae , = | | 
| . ae, de) ; 3 | 
: | | : - me orm e : a 4 ) 
e-,3 es . had s . ea a . ae H ee . . 
‘ =* Sa! if "1 lap! ts Dee, - 
: | / y 4 s Ree ) —. . ae 
cae - 4 i ea an ; | Zi 
tp rs a . ae 3 ow s . | 
i - ei o re ee o 3 
sen om ~ aa iS ; | 
vt as ae 4 * ; | ) 
= : “ ; | 
= sta : | 
ae => 3 - | ~ : : 
7s . ADS Saeon | | | 
| | | | | ats 
. <2 ee * ms ‘ ri * 2 -3 A : he % | 
| | | | 4 = ie 
x é na | | 
2 . Ps ; : 3 | : 
yt: ns : . é etieh ‘ r # & | 
= : | 
| | : é : 
<- sé ? 
a Pe ‘ we és ! = } | 
4 . 5 - ! i ; = 3 Pa) i 
. H ; x : . . | 
| | : | a 3 ig T Pt . 
ye Sik — . . 2 HD, . . —_ bh as ¢ ri fe ty 
ss : .. 
, : : 3 ‘ . 24 
4 tee Ps — ; | | | : | | 
r . e | | : 
: = a4 - / ra | 
2 : < : zi hed : 7 : ~ ; 
: | 2 * * BS 3 a 7s oo = . , vad hays 
. -- . : -+ cals! : sy : ; | 
| 3 : | ; “ge > . 
we. : « | | : 
- oar b : etae = et : Bes ; . i | . 
: | | | : : : — oy : 
. ~ mo 4 bos 4 a A, z 
| | : . 255 ; A o re Crag ‘ 
ad am ae . d 7 a. . ea Pres} : ie , : | | 
5 5 2 r= oe a : 
a ae ' ' i i : ; tee: =a? - vi : 
. S ro oa fe ‘ : ; e : 
x 5 « ’ A b “4 ree seit , 5 : en 
| | | = hea 4 Rin. > 
held 1 f 4 o t 1 ) ; | 
Kot _ : Fel ay “4 R 2 ~ Bs ; 
. & - ‘ es —- Pr ‘ a4 ; e ne c 
= my rr eee s . ok ae 2. a ; 7 
: ® : rap: i x 
’ = ry 2 ‘ s : 
2 iy ‘ we 1 a jj | 
Fx 5 3-3 ; : 
oe ee. 5 4 Rie Le ta = } J 
| ; a ‘ = 7 : ‘ bs 
5 | | | * ‘ as : 7 ’ ~ “7 . 
i: + ry BS 2 be a .4 1 ater 2 S 
ere ae o> - a . . m 2 . 4 hyeal - 2 ; 
ue > \' * ¥ ~ . 5 ; a . 2 . 
o- : . | : f | 
-- i: " uw gone = r % ne | ‘ 
a a : | 
ne ek f y q ae | ; 
2 i. on = ‘ : = * 
, = oi i= : oo 
. S =. Raax : ; | | 3 | 
~ -- fe) er : 5 eee ’ E : : 
| ‘ S ies : Per | ’ « 
tos ceed bas 5) . | | 
| | : a ie i 4 . a 
E ; ee A ee < as 
‘ t - =. a oes ‘ ; | . | 
ar ges —-< ws fh et 
; | : . ; +4 4 cae! _< i} Cus . 
, : : 3 | | 
ne | | 
| | | | | | : ay shee 
; : S . - ., 
. | Z . 
as a to ‘ 7 : | 
3 3 | ce . 3 e . ‘ . 
| 3 | . . or - . 
; | | | - 
3 a . Ss i ais etek 
, : 
oe) : ' : % | 
o oi i : , 7 | 
| , . wd ; a 7 
i: ; ; 
7 ; s. “ . 
J - 
- % 2 7 


BeieHUllL 


C-4 
5 


&S 


= 673. = 


company, that this one week's maxinun supplies should 

take care of that situation? 

Yes I think so. Now if there is an interruption in the 
refinery operation, of course the refiner Should take care 
of that with his own tank. 

LI think I follow you. Now in estimating this amount of 
storage which might be used for loading tank cars and tank 
trucks only? 

Yes. 

And that is what you have limited these pipeline operations 
te? 

Yes. 

Is it sufficient only to take the week's maximum or do 
you have to have some more barrels of storage in addition to 
thet, what I am getting at is this, someone has said that 
you did not use, = think it is the top and the bottom of 
these tanks, I think they went so far as to say that only 


about 20% could be utilized of the capacity of the storage? 


MR. FRAWLEY: 80%. 
MR. NOLAQ: 80% of the storage could be ut- 
ilized? 


Theat is probably right and I should qualify my remarks by 
saying "dependable capacity" or “usable capacity". 

Yes? 

If you are going to have a tank half full of water or non~ 
merchantable oil which is dead storage, why that is, that 
takes away, that reacts against your dependable room, as we 


Gall it. 
Take the dependable room, if it is about 80% of the total 


Capacity, the usable capacity? 


I would say it is. Some old fields where a good many working 


tanks have not beem cleaned out in a good many deys, sometimes 
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it is less than 80% and in others where the tanks are new 

it would perhaps be more than 80% but 80% would be a fair 
figure. 

80% would be a fair figure? 

Yese 

So perhaps if we take one week's maximum supply and add 20% 
to that, that would give us the storage required for tank 
cars and tank trucks? 

Let me get that----- 

If you add 20; to that maximum week's requirement to give you 
a adequate number of barrels of storage for loading tank cars 
or tank trucks? 

I would say that would be good practice, yes. 

To do that? 

In other words if you were loading out 10,000 barrels of oil 
a week in tank cars and you were designing a mitable ter- 
Minal to handle that much as the maximum requirements by 

tank cars I would say that a 12,000 barrel tank or thereabouts 
would be all that you would need; in fact you cam get along 
with a ten; you don't have to draw the line that closely on 
it. 

No? 


But the point is if you have only room at your terminal for 
about a week's requirements, you can use your pipeline for 
something else, go back and fill it up ina week and fill it 
up again in another week;if you have to go into the tanks two 
or three times a day, your cost of terminalling would be 


extravagant. 


Yes. Now you have had little or no experience with loading 


tank trucks, Mr. Hull have you? 
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Very little. 

You have not come across that and LI think you said terns 

it was not ordinarily a function of the pipcline comapny? 

It is note 

Is it not a more expensive operation than loading tank cars? 
epwould say it Ise 

I understand from the evidence and please correct me if I am 
wrong, that in order to load tank trucks you would have to 
pump the oil from the storage tanks of the pipeline company 
into what is called the loading tank and that from the loading 
tank the tank truck would be filled? 

Well that is not always necessary but I would say that it is 
desirable in order to, unless you have got, you are depending 
on getting your oil in the tank truck itself. 

Yes? 

Because you will understand ina large tank when you are 
loading, let us say you have a 12,000 barrel tank, and you go 
to load 15 barrels out of there into a tank truck, just a 
small error in gauging would make a difference of a barrel or 
two and it is difficult to measure rut of a large parcel, 

so then you would have to either measure it in the tank truck 
itself or have a small tank out of which you could get more 
accurate gauging » 

In order to have a smaller loading tank, that would in your 
Opinion be proper practice? 

Po would pot. be---- 

I say it would be the proper practice? 


Oh yese 
And that is because of the fact that this oil is loaded into 


tank trucks in such small quantities? 


Yes. 
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That is the reamn for it, is it not? 

Yes. 

Now I suppose the cost would be added to by reason of the 
fact that, or perhaps, do you know that it is sSeasonable 

up here, that in some seasons of the year there is tank 
truck loading and in other seasen there is not? 

Well I do not know just how the tank trucks move. 
Supposing there is tank truck loading at some season of the 
year and not at others? 

Yes. 

The fact that we did not load in tank trucks at some seaons, 
would again add to the cost, would it not? 

Yes, you would have some costs then to take care of, then, 
although you didn't add, didn't fill any tank trucks at 
all, therefore I would say over the entire year you wouldhave 
to maintain facilities so that you could give the service 
when you were at your peak; tuerefore when the loading was 
Bhut down you would have some costs left tm maintain the 
facilities. 

Quite so and you told us that the going rate in the United 
States was 24 cents for loading into tank cars? 

That is right. 

But you cannot tell me the going rate of loading into tank 
trucks, because there is no loading rate? 


No there is note I will say that it is customary to charge 


24 cents: many wells are drilled as "wild cat" wells vhere 
the cost of hauling fuel to them is quite cxp¢nsive am they 


will make an arrangement with some shipper to have the pipe- 


line company deliver them a few tank. trucks of crude merely 
for fuel to drill "wild cat" wells and the pipeline company 


usualy charges about 2% cents a barrel to make those deliveries 


although I will say this that there is no money in it; the 
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pipeline company usually loses money on those small 
transactions. 
Q is it a factor, do you know, whether the losses are 


greater loading tank trucks than loading tank cars? 
A I should think they would be through errors in gauging 
and through spillage and one thing and another that you 
Cannot help. 
Q By the nature of the physical operation? 
A Yes, by the nature, it must be more expensive to load 
tank trucks. 
Q, And your opinion is, Mr. Hull, that this charge for load ng 


tank cars or tank trucks should not be in the rate, not be 


in the pipeline rate itself? 

A No sir, I think that the rate should, I think there should 
be an extra charge for loading tank cars or tank trucks. 

Q And you think these people stuld pay for it, who get that 
service? 


A That is right. 
Q Ana@ that it should be in addition to and separate from the 


ordinary pipeline charge that we have in this instance for 
gathering and transporting? 


4 Yes. 
Q Now the rate that is fixed for loading tank cars or tank 


trucks should take care of this item of loss that we mentioned 


a few moments ago, should it not? 

A Yes. 

] Because there is a loss, is there not, in loading a tank car 
or a tank truck? 


A Yes. 
Q So whatever the rate is fixed at, it should take that loss into 
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considers tion? 

A Yese 
So that the loader does not have to bear that loss himself? 
fhat is right. If you do not have it in the rate how would 
the shipper, how could he calculate generally in advance what 
his losses are going to amount to, if you are go0ing to saddle 
the loss on the shipper or consignee, he is willing enough to 
pay the rate but he doesn't want to come along on top of that 
and have to pay an unknown quantity of the value of the loss. 

Q Because we have had some evidence here, lire Hull, about a4 
pipeline loss adjustment account, I am talking now about the 
loss in gathering and transporting? 

A Yes. 

Q And the evidence is that it is good practice and common 
practice in the United States to fix that amount at 4%? 


A Yes, but the shipper Knows that in advance. 


Q Quite true, but that rate varied in tho States according to 
the evidence we have here from 1% to some 3% in other 
States? 


A That is qmite true. 
a But your point is that tho man who is shipping knew in ad- 


vance what was to be deducted from his for pipeline 


loss? 

S hat is right. 

Q And it is better to do it in advance than to have sme dis- 
pute about it after the loss is incurred? 

A Well after all, it amounts to only say 1% of the o11; there 
is some loss, he knows there is going to be some loss, he 


doesn't know whether it is going to be 1/2 of 1% or 3% and 


Mether than take a.chance on having to St4h¢. the 3% loss, he 
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would rather just settle for 1% in the beginning and know 
Wiet his loss is going to be. 


Q Because after all the Shipper does not know what the loss 


is going to be? 


A No. 
Q kt is an uncertain quantity with him too? 
A The pipeline company itself doesn't know except in a 


general way from past experisnce; there are a lot of losses 
in the pipeline thet they have never been able to find, they 
are due for instance to gauging, in cold weather the paraffin 
sticks on the inside of the tank, you aia your tank and 
you get about 100 barrels out of there but there may be 

3/8th of an inch of paraffin sticking in there, you do not 
get 100 barrels out of the tank and the pipeline shows up 
with a loss. "Where did that oil go, boys", and you send a 
man out along the line arm they finally find, we did not 

even get it, it is the paraffin on the inside. 

Q And you know from the evidence here that there is a certain 
amount of paraffin in this crude which is produced here in 
this Valley? 

A Yes, the losses you speak of have been investigated time and 
again by commissions in the States and while it is always 
proven there is some loss they vary widely depending upon 
how volutile the oil is and how readily the paraffin is 
disposed to settle out of it in cold weather. 

Q and that would depend again upon the Climatic conditions of 
each particular field? 

4 That is it. 


Q You said something about the Inter-state Comacerce Comm 


mission, did I understand you to say that there 1s so far 


as you know no rule of the Inter-state Commerce Commission 
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Which compels a pipeline company to make 8uch connect ions 
as is proposed to be made here with the B. A. Company or 
with the Lion 0i1? 

A That is correct. 

@ And I also understood that there is no such law wh ich conm- 
pele such a connection to be made? 

A I do not know of one. 

Q And when TI say "such a law" I mear some sort of order of 
a regulatory body created under some State law? 

A I do not know of any State laws that requires a pipeline 
company to build at its own expense a delivery line into a 
refinery. 

Q Well then a practice has grown up, hire Hull, and I think 
you said that the pipeline companies do make such connections 
and they do construct such connecting pipelines up to the 
refinery's yard or to an adjacent terminal if the pipeline 
company in its discretion thinks that the expenditure is 


warranted or that the undertaking is likely to bea profit- 


able one? 

4 That is correct. 

Q Is that a fair summary of the practice which you laid down? 

A That is correct. 

Q Then the essence of that is that the construction of such a 
Connection or connecting pipelines would be left to a matter 
of agreement between the parities? 

A That is so, that is correct» 

Q And tht agreement would come to in the light of the 


particular circumstances of the case and would not be a 


matter of compulsion? 


A That is correct. 


Q Now the pipeline company, I think you said would take into 
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consideration the volume required by the customer? 
A That would he a factor. 
Q He would take into consideretion the financial respon~ 
sibility of the customer? 
Correct. 
Q And also as to whether the rate applicable permitted the 
performance of this service on a profitable basis? 
A YES o 
G Now I suppose that under the circumstances such as exists 
here, the question of whether the Koyalite O11 Company, 
that is the pipeline company, furnishes this connection to 
its trunm-line or whether the refinery which desires this 
connection should pay the cost of it, depends as to whether 
the pipeline company is given a sufficient and ample allow: 


ance in its rate base to take care of this expenditure, 


would it not? 


Certainly. 


A Yes, I would say so. 

Q And should that rate base include the cost of installation, of 
course it should? 

A Yes. 

Q The cost of the servise? 

A Yes. 

Q The extra costs of gauging? 

A Yes. 

Q Inspection, that should be included, should it? 

A Yes. 

Q #h? 

mi 

Q 


And what else? 


THS CHAIRMAN: wheat do you mean by the base? 


A what you mean by base, is the transportation rate from 
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the point of origin, the Turner Valley pump station we 
will call it if you want to get Specific, to delivery 
into the sonsignee's tanks in the Calgary refinery area, 
is that what you call the base rate? 

Mike NOLAN; Well what Iwant to get at is 

t his, if there is to be an additional Charge not included 
in the pipeline gathering and transportation rate allowed 
to this company, if it is to be in addition to that, how 
should it be built up? 

Well I think it ought to be included in that one rate to 
begin with. 

Yes? 

I do not see any need fur an additional rate unless an ad- 
ditional service is performed such as loading tank cars or 
loading tank trucks, 

It would not be a new rate but there would be additional al- 
lowances in the existing rate base to take care of it, wulé 
there not? 

Well it is assumed, I do not know what the hoyalite Oil 
Gompany may have done in the beginning but the general 
practice in the United States 1s that when any pipeline 
company publishes a rate between any two points---- 

Yes? 

That includes all the services for moving the oil from one 


point and delivering to the consignee in his tanks at the 


Other point. 

Yes, that is so? 

If in addition the consignee wants to load it on to tank 
cars or in barges or in tank ships or in tank trucks, why 


then there is usually established in the tariff an additional 


rate for that service. 
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That is the tank cars amd tank trucks I am talking about 


connecting lines, the cost of those connecting lines should 


be in, if it is included in the pipeline rate, it should 


have something for the capital expenditure introduced into 


the base of that pipeline rate, should it not? 
Well the pipeline company itself should have taken that in 
to consideration when they established therate or asked 
permission to prove the rate. 
MRe FRAWLiY: You are at cross-purposes. TI do 
not think Mr. Hull realises we are right now in the middle 
Of a rate basee This is a public utility. 
Oh, IL thought you were trying to find out what the practice 
was in our country, or whether the pipeline built its own 
lines into the refinery cr not. 
MR. FRAWLGY: No, I thought there was a little 
confusion between you and bir. Nolan as to the rate base. 
I do not know what your rete should be, I do not know 
en ough about it, I do not know how much investment you have 
and lovs of others things I do not know. 

(Go to number 67428). 
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MR. NOLAN: But if there are 
additional connections made the cost of those 
connactions should go into the rate-base, should 

they not? 

Ido not know whether I get that question . You 
mean if you want to chéenge the rate ? 

Well, never mind, it is of no importance. 

I am sorry, the reason I am confused is because I do 
not know whether your question is whether you should 
get a higher rate after you make the connections or 
whether you want to consider it before those 
connections, when you establish the rate in the first 
instance. 

Supposing the rate were established in the first 
instance? 

pe TY enti. 

By a regulatory body? 

Yes. 

And we go or after that rate is established and incur 
expenditures in connection with a new branch line. 
Then the rate would be altered to meet those new 
circumstances, would it not? 

Well, that depends on what the regulatory body had in 
mind when they established the rate in the first 
instance. 

Could it establish a rate in the first instance---- 
Suppose the rate says it was for delivery into the 


consignee's tanks,in the,let us call it the Calgary 


area. 


Yes? 


Then later you must extend your facilities to reach 
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these refineries in the area. I think that eventually 
that has to bv absorbed by the pipeline company as 
part of its investment. But the Commission could not 
require you to gO ahead and make thet investment until 
you are satisfied you are going to get anough tonnage 
or enough oil eventually to justify your ineurring 
that expense. It will be a very little amount over 
a long period of time. The additional cost per barrel 
Hs\so, Little you could hardly figure it.) Don't you 
think so? 

‘That I want to know from you now, it arises out of 
your last answer, should tne regulatory body in fixing 
the rate now take into consideration the probabilities 
of such connections as those being asked for in the 
future? 

Yes. Because someone may build a new refinery at any 
time. 

That is what I mean. Not orly those that are there 
now but there may be another refinery? 

Yes. 

You say that the present rate should take care of the 
probable expenditure in serving that refinery yet to 
be constructed? 

That is right. 

Then the present rate would also take into consideration 
service to refineries actually there now? | 
That is correct. 

Then I think we understand one another. 

MR. COMMISSICNER LIPSETT: You said something, Mr. 


Hull, about a consignee wanting delivery, under tariffs 
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in the Statés, shipping to tank cars or tank trucks? 
Yes. 

Y¥ think you said it was all done under the one rate,to 
whichever he delivers it, one rate for delivery, either 
to tank cars or other vessels? 

Well, I might make it clear this way, that most of the 
tariffs publish the rate for transportation per barrel 
from one point to the other and delivery into consignees! 
tanks, which means storage tanks. If, however, the 
delivery is desired by the consignee into tank cars, 
barges, tank ships or tank trucks, that should be an 
additional charge, and the rate is usually 2* cents per 
barrel. 

THE CHAIRMAN: In that case the verson 
who does the loading takes the loss at the rate of 24 - 
cent 3? 

The person who does the loading, you say? 

Yes? 

The pipeline company or the terminal? 

Yes. I just want to be clear. 

THE OHATRMAN: I want to ask some 
questions, but I will do it afterwards, if you prefer, 
Mr. Frawley? 

MR. FRALEY: Yes, I thought that would 
be the case. 

I think I understand most of your points of view which 
you have put forward, and I appreciate them very much. 
I understand you to say that there should be about 

7 @days' storage provided by the pipeline company for 


to supply tank cars, for the filling of tank cars? 
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I would say that is what I would consider good 
practice. #& minimum of 7 days, yes, Sir. 

So that if the mevements for tank car shipments is 
about 7 cars a day or 49 ears a week then at 240 
barrels to the car, which would be a large car, would 
it not? Then there shoulé be-~---- 

A 10,000 gallon ear. 

240 barrels is a big car? 

eoetvas about right, yes, Sir. 

Then that would mean storage for that purpose of 
12,000 barrels, or assuming that only about 80% is 
effective, there should be then storage of about 
15,000 barrels provided for in two tanks, that is 
your view? 

Well, I do not know whether I can k-¢p up with the 
arithmetic. However----- 

tf the aritmetic is correct---- 

If the arithmetic is correct then that is correct. 


That is your view? 


Yes. 
MR. NOLAN: How do you get that? 
MR. FRAWLEY: | 7 cars a day Mr. Moore 


says he is moving for people other than himself, or 

49 a week, at 240 barrels to the car, that is 12,000 
barrels. Or, if as the Imperial suggests, only 

80% of that is effective that would require about 
15,000 barrels of tankage divided ‘nto two tanks? 

They do not necessarily Mmve to be the same size, just 


so that you can gauge out of one and deliver into the 


other simultaneously. 
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Q So that then if the pipeline company was only engaged 
in the business of filling tank cars, that is all 
the storage they would need to operate at the terminal 
end, about 15,000 barrels? 

A Well, what would they have in the field, what is 
the facilities down in the field? 

In the field they have 120,000 barrels? 

well, then, they would have plenty. 

Well, now, you said that, I rather gathered, I may 
have been a little confused, but in answering Mr. 
Harvie for the British American Company, you, I rather 
thought, said the Royalite Company as the pipeline 
company would have to make some arrangements with a 
refinery which has the tankage and loading facilities. 

A I meant to imply if the Royalite Company has no terminal 
or loading facilities of their own and there is a demand 
on the part of shippers for loading on board tank cars 
or tank trucks, that 4 believe the Royalite Company 
ecoul& do it more economically by making an arrangement 
with one of the refincries, to which it makes deliveries, 
than they could maintain independently a terminal of 
their own. 

Q Yes. I quite see what you mean. But a very simple 
alternative would be to have the refinery do it itself? 

A That is right. 


Q So that the Royalite Company need not concern itself 


if it has no loading rack, no Joading spouts or 


nothing of that sort, it need not concern itself or 


worry about the business of filling tank cars at all, 


would not that bo your suggestion? 
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Not if one of the refineries is willing to 
undertake the work. 
©O if one of the refineries----.- 
One of the refineries might want to do that. But 
if they do not want to I do not see why it should 
he Torced to. 
Just to keep you clear, and not to leave you too much 
in the dark about these things. But if the loading 
racks of this refinery, of one of the refineries is 
called a public utility with the trunkline and 
gathering system of the Royalite, of course, that 
solves the whole matter, does it not? 
Now, you are asking----I do not know much about this 
public utility. 
That is trrue. I only put that to you because you 
said you did not see why a refinery should be forced 
to do it. Why should the Rovalite Cil Company be 
forced to do it? Why should anyone be forced to do it? 
Well, a refiner has just to refine his own oil, and 
you do not make him load someone else's oil for it. 
He has quite a job on his hands. 
All I am suggesting is, suppose I am a refiner 
in Saskatchewan and I come to Calgary to buy oil, and 
I want to take it away in tank cars. I come to Calgary 
because it has already been taken through the pipeline. 
Is there any reason why ! should not go to the Imperial 
Oil that has complete loading facilities, and the 
Royalite Company has none. What are your views? 
What would be the simple way to give me service? 
Tere is no reason why you should mt go and ask them 


to do it. 
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The Imperial Oil? 

Yes. 

That has loading facilities there. If they ao wt 
Want to do it then that igs something else? 

Yes. 

There would be no sense, of course, in the Royalite 
duplicating those loading facilities with the Imperial 
Oil Company? 

It is unnecessary. 

You say the customary rate there is 24 cents a barrel. 
The note I made when you first made that statement 

was that that covered storage and loading into cars, 
into tank cars into cargoes or into tank ears or inte 
tank trucks? 

That is right. 

And that 23 cents provides the money to maintain 
whatever storage is necessarily incidental to those 
loading operations? 

Yes. When you mean incidental that is on the under- 
standing that the shippers can take their oil away 

so it won't accumulate more than a week's supoly ata 
time, or possibly two weeks at the very most. In other 
words, if shippers want to accumulate oil for a period 
of four or five months and cxpect the pipeline company 
to care for that until he gets ready to ship it out in 
tank cars, that is another question. 

But eliminating these extraordinary situations, you 
think the 24 cents should cover everything? 

Yes. That is what it does in the States anyway. 

Then I rather thought, in answering Mr. Nolan, counsel 


for the Imperial Company, you thought probably there was 
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some additional expense involved in loading into 

tank trucks? | 

Well, I mean to bring out the point that I am sure 
that it costs more money to load oil into tank trucks 
in the terminal than it does into tank ears. 

At first you said it could be done for the same price. 
How far would you care - if vou now think you should 
increase that 2 cents, how far would you go? 

Well, I got the impression that truck loading would be 
a considerable figure, that you are loading a good 
many trucks, and it was a regular business, loading 
trucks. 

No, I do not think you can gather that. I think you 
would have to accept that the tank truck movement is, 
perhaps, quite small. 

THE CHATRMAN:. What is Mr. Coultis' 
evidence on that? 

MR. FRAVWOEY: 100° barrels: a day is 

all they contemplate looking after. 

Well, it will cost more. It will cost more to load 
into tank trucks, but you are getting down into small 
fractions. And when the rate is only 24 cents you can 
hardly get down to splitting hairs to find out what the 
rate should be. 

Just a few more decimal points to add to the 23 cents? 
Yes. 

Would you care to risk a figure? 

No, I would not want to risk any guess at how much more 


it might cost. It is a matter of how often the trucks 


came in to take the oil and whether they are going to 
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be there when the shipper said he was going to be 
there, or whether you are going to hold thé drew 
there all night waiting for the trueks to come in. 

Q But assuming normal conditions and that it is a 
seasonal movement. No movement at all in the Yinter 
time. | 

A All right, what are you going to do with the oil in 
the Winter time, ask the pipeline company to hold it 
in their system, I mean the man who wants it loaded in 
trucks? 

Q But he does not take any. There is no accumulation 

ol o11? 

Oh, he is just buying the oil? 

Pirst of all, the field is under pveuramione 


Yes, it is pro-rated. Yes. 


There is no accumulation? 


- SS ES LS: 


I see, no accumulation. 

0) I think you can take that for the purposes of your 
answers here. The refiner knows there are going to 
be no calls for the trucks then? 

A It is going to cost a little more to load tank trucks 


than tank cars. 


&D 


How much? That is what I would like to get the henefit 

of your views on? 

A You are getting down to fractiors of cents, and it is 
a little difficult. 

Q We will leave it, your figure is 2% cents, at least 
you say 24 cents is the fair thing? 

A Is the customary rate. 

Q In your jurisdiction? 


A Yes. 
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Q 


You would only add a few decimal Seats to take eare 
of the tank truck movement? 
THE CHATRMAN: © I do not understand him 
to say he would add any thing. He said the operation 
would be more expensive; but that when it got down 

to putting any figure, as I gather, it was a negligibl 
thing and that, therefore, and hecause of that the 
practice was to cover all these kinds of vessels with 
the 25 cent rate. I may be wrong in saying that? 

Phat is correct, Sir. 

MR. FRAWLEY: That is your first 
submission. May we take it and leave it that you 

say that looked at in a general way 24 cents is 
sufficient to cover the movement into tank cars and 
tank trucks and everything? 

Yes. The terminal loading service. That is oustomary 
in the United States. 

Now, you say that while the movement into tank trucks 
may be a little more costly you are not suggesting for 
that reason the rate should be any more than into 

tank cars? 

I do not want to be put in the position of suggesting 
rates to anybody. I am only telling you what the 
practice is in my sountry. 

And we want the benefit of your views, Mr. Hull, 
because that is exactly what this Commission 


is here for, to fix that rate, or recommend it. 25 


any event? 


I would have to know a little more about the experience 


in the way tank trucks come in to know. Tf they turn 
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out to be a considerable nuisance. It igs not so 

hard when a railroad is going to ship you ina 

stving of tank cars and you can load them and ship 

them and-send your men home. You eannot toll when 
these trucks are going to come back and de sqawking 

for a load. You do not want men staying around there 
all night waiting for tank trucks. 

All right, and I take it for these reasons you say 
loading into tank trucks is going to be more costly? 
Yes. I+ may be considerably more costly. If they 

came there just as regularly as tank cars do it would 
not cost a great deal more, not enough more to justify 
making a8 hisher rate for it, I do not think. 

ip any event, in your jurisdiction, there is no higher 
rate. One rate looks after it all? 

I said we have loaded very few tank trucks down our way’. 
Just occasionally a man wants a tank truck full. 

Well, we charge him the 2% cents. I expect it costs 

us more than that because it is only one tank truck full. 
You cnarge just the same rate as tank cars and other 
vessels? 

Yes. Now, if I were selling oil and had to lump it all 
in one price, I would probably ask hima little bit 
more for that oil to take care of the contingencies in 
loading that one truck, or half a dozen trucks even. 

Me ernudl. the question of who bears the expense of 
these service lines that Mr. Nolan was asking you about, 
see if I can ask you a couple of questions to clear it 
up. The pipeline company is allowed a certain rate to 
gather and transport to the terminal? 


Yes. 
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That rate being based on the capital they have 

invested in the system and based upon the operating 
eosts and a reasonable rate of return on the capital 
investment that the pipeline company has in its system? 
Yes. 

This system being its gathering lines and its trunk- 
lines? 

Miet is right. 

AS the gathering lines are increased from year to year 
the capital investment must absorb those additional 
expenditures? 

That is right. 

And the gathering lines, is there any essential difference 
between how the pipeline company must handle its invest- 
ment in----its new investment in géthering lines, and 
the way it must handle its new investment in service 
lines to refineries? 

I do not see any difference. 

The same sort of thing. However,inthis rate-base, as , 


we continue to call it, however the Commission deals 


see ET 


with the matter of future capital expenditures for 
gathering lines, they can very properly deal with the 
matter of future capital expenditure for these service 
lines to refineries? 

That is right. 

THE CHaIRMAN: Mr. Hull, you have told us 
of this 2% cents ver barrel charge. But you have spoken 
of other rates that prevail in the United States. You 
said in some cases there is a gathering rate and a trunk- 


line rate. In other cases there is one rate for gathering 
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and trunkline transportation? 

Oombined. | 

In the United States, combined, yes. I wonder if 
you would be good enough to tell us, even as you 
have told us about the 24 cents handling rate at the 
terminal, what your experience is of Teves, Pics ty, 
in gathering; secondly, in trunkline transportation, 
and thirdly, when the two are combined? 

Now, when you ask for experience, Sir, you mean---- 
What is being charged in your country, within your 
knowledge, as a gathering charge; secondly, the 
trunkline charge, and thirdly, where the two are 
combined? 

The majority of the rates are divided inte gathering 
service separate from trunkline service? 

Yes? 

There are a few instances where they are combined, in 
local movements in Kansas where the deliveries are 
purely local, and the oil is not moving as Inter- 
State commerce, they are usually combined. 

Yes? 

In Oklahoma they are usually combined. In Texas, I 
think without any exception, they are separated into 
gathering service and into trunkline. In Louisiana 
they are usually combined in one rate, from the 
operator's lease and either delivered into the con- 
signee's tnonks or other vessels. I might say in 
Louisiana also there are a number of movemmts 
where there is no separate charge for loading barges, 
because Louisiana is mostly a lot of canals and 


rivers, and I would say 75% of the oil moving down the 
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cosst of Louisiana finds itself ina barge some 

time or other, and it is combined. ‘The rate, where 

it ic handled by the pipeline company from the - | 
operator's lease to the tank, it ineludes loading 

into barges. It is usually a few cents per barrel. 

It is so low it is almost impossible to split the 
price. The rate ig so low down there, 5, 10 or 15 
cents a barrel, it is hard to divide between gathering 
and a trunkline and barge. So they combine the one 
rate. 
Where you have a gathering line, what would you say 
was the prevailing rate? 
Where the gathering service is performed solely as 
a. service. 
AS a company apart? 
As a company apart, it changes from 5 cents a barrel to 
as high as 15 cents a barrel, depending on the district 
in which the oil is gathered and the size of the wells, 
I mean the capacity of the wells. An Old PTS 
which is enough developed or the flush has been worked 
off, naturally the lease is less productive and it 
requires a great deal more piping to reach more leases. 
To put it another way, there is less oil comes in 
through the pipe and you must provide to reach that. 
The result is they are more costly and even at 20 cents 
a barrel for gathering service there are districts in | 
Oklahoma and Kansas that have been largely developed 
where 20 cents igs an inadequate return, on the remaining, 
you might say, replacement value of the facilities 

that is neoessary to get the oil. There have been 


pipeline companies have put through the service and 


offered to rent their gathering facilities at just a 
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matter of what the taxes cost to the operator, 

and if they want to take the pipelines and ope rate 
them they can have them. Now, that is 20 cents a 
borrel. 'SoO you can't say what is a general rate for 
gathering service. It will range anywhere from 5 
eents to 20 cents. 

and transportation? 

Well, that is usually based on quantities. 

frunkiline 7 

Trunkline ,yes. Pie Dig factor in thawte aa the 
quantity of oil moving. The second big factor is 

the distance to be moved. That is a secondary factor, 
however, to the quantity, in my judgment, and I think 
other pipeline companics have had the same experience, 
thas volume is the biggest and the most important 
factor in cost and rate for trunkline service. 

Now, before we proceed with that, may I ask you within 
what area would you say this 5 cents to 20 cants 
gathering rate was applicable? VYithin what physical 
zones? 

You won't find that in any one field. That would be 
applied to different fields, of course. 

Yes? 

You take a field that might be only a mile across, 
either way, and might have right in the middle of it 

a trunkline and pump station, why I would say a 5 cent 
gathering rate is adequate there, unless there is a 
strip of wells pumping two or three barrels a day. 
Then it would have to be much higher. But you would 


like to compare something with Turner Valley, wouldn't 


you? 
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i) Yes? 
A Well, I would say we have any number of fields 
in the States where the gathering service at 
5 cents per barrel is fair and reasonable, acceptable 
to the shippers, and it seems to be fair enough for 
the pipeline companies. 

Q This would be cases in which the company gathering the 
Oil was a separate company, and would dsliver to a 
transporting company? 

A Not always. 

No, but I mean you are now speaking of that case, 
gathering as a thing apart, or are you? 

A It depends on the volume altogether, If operating 
were a thing apart it is entirely to do with what oil 
they gather in Turner Valley and how long they expect 
forget it, too. A number of pipeline companies in 
the States have even gone to a heavy expense to 
provide a gathering service and then the parties who 
asked for the service in the beginning, that was to 
their advantage to sell their property, sell their 
producing property to someone else who wanted to move 
their oil through another pipeline system and they 
found themselvés with a considerable investment in 
gathering facilities that never handled any oil at all 

or very little. Never enough to justify it. 

Q Take the conditions we have down here. ‘Ve have had 
various estimates of the life of the field, all the 
way from 15% years to 36. ‘“e are told of a throughput 
ona 6,000,000 barrels per year. You know the geographical 
situation, I take it? 


A Yes. 
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Is there any field comparable with that that we can 
measure by, at least compare with? 

I do not think you can get one just exactly the same. 
In New York State we have something similar. Certainly, 
the productive life is similar to that of Turner Valley. 
It goes from 25 to 50 years. I do not know, but anyway 
they estimate that closely. 

What I am getting at, you are asking for certain 
figures, and I am telling you some of the figures 

that were siven in evidence. Have you a field in 
which there are the same uncertainties and yet with 
the same comparable factors that you can make a 
comparison with in connection with gathering. Or, if 
not, with gathering and transporting? 

Yes, I am sure we have some fields in the States 

that for this purpose could be used as a comparison. 
And delivering to the consignee without the special 
handling charges that you are talking about? 

Yes. 

“hat are the prevailing rates? 

Well, as I said a while ago, the prevailing rate 

for gathering service will vary from 5 to 20 cents a 
barrel. But I cannot say in a field like the Turner 
Valley, that is comparable to it. With conditions 
very much the same as in Turner Valley a 5 cent 
gathering rate is fair, and reasonable for the 

pipeline lcompany, and, as I said, I believe is 
acceptable to the shinpers as fair and reasonable 

to them. It is more or less acceptable to them. 


Of course, they do not know what is fair." They 
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probably want you to gather for nothing, some of them. 
For trunkline it appears----- there again you asked 

me to Poasider the gathering system as separate and 
apart. 

First. Now, I want you to come to the second con- 
sideration, that is, where you have the one company 
gathering and transporting to a distance---what is the 


distance that we have been given, Mr. Frawley? 


MR. FRALEY: d1.something miles. 
MR. NOLAN: and 3 lines, Mr. Chairman. 
THE CHAIRMAN: Yes, 3 lines over and 


above the gathering system. The oil is transported 
through 3 lines? 

Yes. 

Whe ther that be an advantage or a disadvantage? 

Well, if you were starting from scratch you could 
pponably do 2 .,Little bettor. But as happensvin alt 
fields, you just have to grow with the field. 

Quite. Now, can you make any comparison out of your 
fund of knowledge of the situation in the United States 
where you have this distance for transportation of oil, 
for gathering and transporting to your consignee, 

a distance of 33 miles. 

Yes. I do not know that I can aname a field now, but 

I am sure we have some that could be compared directly 
for the purpose of your question with Turner Valley. 
Turner Valley, as I understand, moves somewhere around 
12,000 to 15,000 barrels out of the field on an average, 
is that right or not? ; 

MR. FRAVWIEY: 6,000,000 barrels a year 


is the figure we have been taking, Mr. Hull? 
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That is less then. 

That is about 15,000 barrels a day? 

Yes. That is pretty close. 

16, 500? 

We have fields in the States which are handling 

about that much oil about that distance, or have 
handled, I do not know whether they are to-day or not. 
But when they were handling at that rate, I would say 
that 125 to 15 cents a barrel for gathering and trans- 
portation charges is fair and reasonable. A good many 
of the Gulf Coast fields for reasons, charge 5 cents 
for gathering service, because if you get below 5 cents 
it is a little difficult to find out where the line 
between profit and loss Jies. But to gather, I am 
sure, costs less than it does in the Turner Valley, 
in those fields, I am referring now to some of our 

Gulf Coast fields that are not more than a mile or a 
mile and a half across either way. Production from a 
very large lease is probably higher than it is from 
Tarner Valley. 

THE CHAIRMAN: Tie figure you are giving 
us, contemplates the gathering of the oil by gathering 
lines and transporting it and placing it in the tanks 
of the consignees? 

That is right. And it means that that is about 
what the rate would be in the United States for that 
service. 

Something has been said about it being left, as a rule, 
in the practice of the pipeline companies in the United 


States for them to determine as to whethef or Ot Le 
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would be profitable for them to make the connection 
for the carriage of oil to refineries or to other 


consignees. It is a matter of voluntary arrangemen t? 


A Mes, O1%% 


& 


Have you had any experience where one of the persons 
or corporations who is a carrier was, on the other 
end, controlled by the refinery? 
A Oh, yes. 
A) Who is in competition with the refineries that were 
seeking connections? 
A Yes, that is quite frequent in the States. The 
pipeline company or carrier is operated through 
ownership or directly owned by the refinery. 
It is his principal patron from whom it gets most of 
Pos volume of oil. I have not heard yet of a failure 
to come to some satisfactory arrangement between the 
Shipper and the carrier for deliveries of oil when 
he had oil in the field and it was ultimately produced. 
Edo not know-of an instance. As a matter of fact, I 
do not know of a complaint that there was reason for 
a Commission on that account. There is not much a 
Commission could do about it. There is no law or ruling 
that forces 4a pipeline company to furnish delivery 
facilities into a refiner's plant. But a Commission 
can bring some pressure on the refiner - or I mean on 
the pipeline company if there should be any complaint. 
But I do not know of any complaint, offhand, having been 
filed. I never heard of it. 
Q It would be strange, however, if the other refinery were 
willing to make the connection and their right to get 


their oil at all would be determined by an opposing or 
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a competing refinery? 

Yell, that is something I have not heard of either. 
Now, there was also a point made by Mr. Nolan to 

you, or by you in the course of examination by Mr. 
Nolan, about a refinery, perhaps not being required 

to make deliveries into tank waggons or tank trucks. 
Have you ever heard of a case in which the transporting 
company delivered oil into the tanks of a refinery 
without any means of getting it out to its customers? 
Well, it does..not deliver any oil into the tanks of 

a refinery unless the oil belongs to them. 

But, you see, we have, and I do not suggest improprly, 
integrated companies here, and if oil of the trans- 
porting company is delivered into the tanks rented 
from the refinery company, pumping out of which is 

not provided for excent through the machinery of the 
refining company, then would you think there was some 
reason for requiring the refining company to perform 
the service? 

No. If they are equipped to load tank cars. I think 
there is good reason for not requiring the refinery 

to do it because if we are going to reguire anybody to 
do it we should require the pipeline company to do it 
and not the refinery. Now, then, if the pipeline 
@ompany has no facilities----- 

You see, it was not set up that way. Is it not unusual 
for a pipeline company who is transporting oi] for 2% 


not to provide itself with means to deliver as well as 


gather? 


No, Sir. It is not unusual. Not in our country. 
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“a No sir, it is not unusual. 

Q It is not? 

A No sir, not in our country. The pipeline company in our 
country usually have no delivery facilities. 

Q when they come to the end of their line what ha ppens? 

ij The tariff prescribed that they will receive oil only for 
loading into shipper's tankege or tunk cars or tank vessels 
at point of delivery. 

Q Into shippers? 

A Yes, into the shippers or the consignees, whichever one 
Calls, it doesn't imply that the pipeline company must own 
any kind of facilities for receiving the oil at the point 
of delivery; that is the shipper's responsibility or the 
consignee's responsibility; in fact the pipeline company 
doés not have to ship until he is assured, until he hase 
assurance that the facilities are ready to receive the oil. 
There are no loading racks down there and no tankage ade~ 
quate to handle to the loading rack, I do not know anywhere 
that the pipeline company should be in our country required 
to provide those loading facilities; if someone had no 
tankage or anything else to receive the oil and they did not 
want to invest in tankage and loading facilities of their 
own and would prefer to have the pipeline company do it, I 
think it is a matter of trading it out with them, no more 
than someone might want it loaded into tank truoks for that 
matter. That applies just as well as tank carse It isa 

matter, it would be in our country, to be worked out between 

the shipper and the pipeline company and it has always been 
worked out satisfactorily so far as I know. 


Q Then you dcliver tc the consignee in whatever vessel he 


wants to take it? 
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A That is right. Now then if he wants to provide some 
way so that he can get it in tank cars 4nd we were will-+ 


ing to do that, then that is o-k. 


Q What is your own experience in all your Lines, what are you 
dcing? } 

4 We are notilonding inte tenk cers anywhere. 

Q And of course not into tank trucks then? 


A I would like to qualify that with that one exception, at 
one point the oil is of such quality that it does not need 
to go to the refinery, the crude oil is suitable for deisel 
engines and one shipper has arranged with us to load some 
tank cars with his crude at ohe intermediate point where he 
sells to deisel engines for fuel, in some large large deisel 
engines, and we charge him 23 cents a barrel for loading 
facilities and he, he just told us what he wanted and we put 
in the loading facilities; now in tank trucks, the only way 
we do as I mentioned awhile ago, is occasionally some shipper 
will ask us as a matter of accommodation to load a few tank 
trucks somewhere, some driller under contract who is drilling 
a "wild cat" well, to use his fuel in his boiler. It is not 
profitable for us but we do it, he may bring in a new field 
and we may get oil out of that, get business, so we look at 
it as good business then, if we do not make anything out of 
it; in the case of loading tank ships we have one or two 
points where we have facilities for loading tank ships; in 
all others we usually find it more economical to work out 
for the shipper an arrangement with some existing terminal 

or refinery to load the tank ships; the shipper can either 


make his own arrangement or if he wants us to, we will make it 


for him with someone who has a terminfil ; there is not much 


profit in that, although there is a little in it for someone 


wht is conducting another business in addition to the terminal; 
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for instance a refinery, they have a nearby deep water 
where they can load tank ships, and if they have why : 
they can load it on the car rate of 2% cents a barrel and 
it is profitable to them, where if we had the terthinal and 
only had that to do we would not really make any money out 
of it at all; does that answer your question or have I 
gone too far with it? 

No, it is all very interesting. Now coming to concrete 
things, you say you have a thousand miles of trunk=lines in 
the Texas iimpire Pipeline Company? 

Yes. 

What rate are you getting there for transporting oil? 

well from points in Oklahoma and Kansas, points of receipt 
in Oklahoma and Kensas and there are three or four to the 
Chicago area, we get, the rate is 34% cents a barrel, that 
is a distance of about 700 or 800 miles, I would say 700 
miles, but as I told you awhile ago the big factor in rates 
is volume and we have a large volume, 90,000 barrels a day 
so that I would say that is a very favourable movement for 
@ pipeline compaty, a large volume and a steady movement by 
shippers who have a large amount of oil that they own in the 
field and they consume large quantities at the delivery end, 
so that it is there. 

Have you any short line s#? 

Yes we have. 

Such as this one? 

Yes. 

Under your personal control? 

Yes. 

which one? 

fell we have, they belong to agifferent companies. 


Yes. 
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We have mostly in Louisiana short lines belonging to the 
Texas Pipeline Vompany and we have one just exactly, al- 
most the same length as this Turner Valley line, the only 
thing is gathering conditions are different in the field 

and less costly and the quantities however, they are fract- 
ions of what you get up here at Turner Valley, there was a 
Panes Sa 

Gathering is less costly and the volume not so great? 

No, that is for the trunk=-lines? 

what are you getting there? 

We are getting 5 cents for gathering and we are getting 7% 
cents for trunk-lines; at one time that was yielding us a 
profit but it doesn't any more, we are at a loss now because 
the volume has dropped off. | 

what ls the volume? 

Oh the volume is down to about 4500 barrels now. 

MR. FRAWLEY: A day? 

The next question which arises in your mind is why don't 

we raise our rate if we are not making money out of it and 

it is because we made a whole lot of money out of that same 
shipper some years ago and we think that we will quit before 
long or sell out and we will not have to go to the Commission 
and argue for a new rate, we would have to argue about it be- 
fore we would get a new rate. 

MAJOR LIPSET?: Ia that argument due to the fact that 
you have made a lot of money out of the shipper in the past? 
No, I say that is one reason that we hesitate about going down 
and making that shipper give us a higher rate now; another thing, 


they may have a lot of oil to ship somewhere else too and 
we don't want to lose that shipper. 


THE CHAIRMAN: Then the two rates are fixed sep- 


avately by the regulatory body, the gathering rate and the 
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transportation rate? 
A It is not fixed and also in the Interstate Commer cesece= 
Q The one you were last speaking about? 
A No, in Louisiana that is the Corporation Commission, the 


Louisiana Corporation Gommission and they do not requi re-~= 

Q I think you said 5 and 74? 

A Yes, but that is “pul sea on mee pirt, there ia another 
pipeline company there that has a line through the field 
and some shippers might want some of their oil gathered only 
and delivered into these other pipeline company's facilities; 
therefore we have two rates there or rather separately so we 
can perform the gathering service only if the shipper wants it. 

& I see, now have you any instenctssin connection with your lines 
where you have the one rate for gathering and transporting with 
a comparable throughput? 

A I cannot answer that, now sir. I would have to analyze some 
of our shipments and some of our points that are more or less 
isolated and get,~ I would call this Turner Valley in one of 
our systems down there a more or less of an isolated system, 
standing out by itself and we may have some, like that one 
I mentioned in Louisiana, it is in connection with another 
place, the oil is moved and we have something but I cannot, I 
do not believe I can from my recollection cite you any other 
that is closely parallel at the moment to Turner Valley. 

Q That is the nearest you can come? 

A Yes, that is the nearest I can think of right at the moment. 

Q And you think the operation is more costly to the pipeline 


company than it would be here? 
A Tt is now. If we had that much volume as in Turner Valley I 
do not think it would, no, it would not be any more costly 
than here I do not think, I think it would be less. 


Q Have you any compeition there? 
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Pardon? 

Is it a monopoly there or is it competition, in that par- 
ticular field? 

Yes, we have another gathering system in the field, however, 
they have not seen fit to gather any oil except for one ac- 
count, they have not gone out and solicited any other bus- 
iness, they came in after we did too, but they did solicit 
one account that we handled in the beginning and they moved 
their oil through another pipeline out of the field, that 
goes to the same loading terminal but there is not a great 
deal of, well there is not enough oil there to justify any- 
body trying to, if they took it all away from us E would be 
very glad, if they would solicit that and take it and keep 
it because I am losing money on it right now. 

Is the field as € whole petering out? 

Yes. 

That would be a profitable rate if you had+---- 

A larger volume. 

If you had 164 thousand barrels, s&s we have been talking 
about? 

Yes, with that amount of oil it would be, we could get a 
very satisfactory profit out of the rates which we have, 
which is 5 cents gathering and 7g cents trunk-line but as I 


mentioned I believe cur operating costs would be less than 


it is in Turner Valley. 
For gathering? 


Both for gathering and trunk-lines.- «we ao not have the severe 


cold weather you have here and while there may be other ele- 
dents of course that would be higher, however I should not 
Conment on that because I do not know what your costs are up 
here, I have not had an opportunity of going into that. 


Climatic conditions possibly would work to the disadvantage of 
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an Alberta Pipeline Company? 

A I would think so. 

Q You have been in the pipeline business 34 years I think 
you said Mr. Hull? 

A Yes. 

Q You say you have given some consideration to the looal sit- 
uation, do you see any advantage in the three linea in the 
point of view of service? 

mm, if you get three kinds of oil to handle it would be, three 
Or more. It you only have one it would not be any advantage. 

Q There are presently three lines, one of which crude oil only 
is put through, and another where crude oil is put through 
from time to time and naphtha is put through at some times, 
with the resulting degradation as the case may be, can you 
suggest any reason why there should be at moat more than two 
lines from the point of view of service again. 

ri Well if you are designing it from the very start I should 
not See any good reason for it. 

Q No reason why there should be more than one, I take it that 
because one of these lines is used for both now when neces- 


sity arises---- 
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Vell if you are using what you call naphtha, does that 


mean also natural gas comes there also? 


UR. FPRAVLGY: No, not gas. 
wiITtSSs Natural gasoline I meant. 
Yes? 


Olt that depends on the shipper and the consignee, whether 
you can satisfy him or not. If you can satisfy him by 
moving his naturél through the crude line in slugs or 
batches, I would rather have one line, but if you cennot 
satisfy him, you might have to have two. Now we have 

that situation in the States ina number of places where 


Some shippers are willing to, rether their experience 


has been that they have not had any objection to our moving 


their natural through lines which at other times are being 
used for crude, and moving in large batches. They usually 
get from 50,000 barrels upward and when we have done that 
“ve start the crude movement through there again; they 
never have complained about it, we told them ahead of time 
what the conditions were; while they were sceptical about 
it at first, they finally found out they were not losing 
much over it; The discolouration was not enough to bother 
about it; while others would not stand for it, they 1 want 
their naturel gasoline handled not through it. 

On account of the crude will degrade their product? 

It will discolour it and make it neeessary for them to 
distil it, whereas they can use the other by blending with 
other gasolines and it can then be resold. 

Granted there might be objections, can you see ény reason 
why there should be more than tvc lines running to this 


field? 
el1l I think I know why there is the reeson, but Ido not 
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say if we could stert from seratch why there would be, 
no, the re2son is probably because the one line wes 
completed anc after it vas not of sufficient o&@ pacity 

to meet the neecs of the shippers and so they had ta 
build another one. 

It has been added to, of course? 

Allpipe line companies have had thet experience. 
Implementing tne lines you have there, it has been aves 
gest:d here thet one line would perform the services or 
at most two, at less cost, the same service to the users 
ef the Line could be provided to better adventase in one 
line than in three and at lees cost. 

I don't believe it. The cost would be so little difference 
in the case you would not be able to find it. 

Between one line and three? 

Yes.- Now as I say, starting from sorateh, “aybe you 
misunderstood me, say at Turner Valley, you know every- 
thing about the Turner Valley field? 

Yes? 

That you ever will know right now? 

Yes? 

And you knov hor much oil the shippers are going to 
reguire at this end, the probable maximum, and you have 
no pipe line end you are going to build, to reke a 
pipe line system? 

Yes* 


One, you are going to move some natural ges up here through 


the pipe line too, I believe that you can get along with 
one line, it is being done in parts of the United tates; 
naturslly your starting cost is going to be less than it is 


with three Lines. It nay be thet you cannot satisfy the 
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Shippers on their natural gasoline and then you will 
have to build two lines to satisfy them, I don't know. 

Q &ll right, build two lines then? 

4 That is all, I cannot see any need unless there is the 
third, unless your gravity range is such that you must 
have another one, you know your gravities, the quality 
of your oil in Turner Valley varies very greatly, your 
Turner Valley down there produces quite ae large range 
in quality. 

Q There seems to be no necessity for the third line? 

r\ I do not see it now. 

G hat would it involve in the matter of expense though? 
Capital expenditure? 

4 It would cost you more for the three lines to handle a 
given amount of oil than it would for one or for tro, 
DULY 1. BAVss4.% 

Q Operating costs too? 

A The operating cost would not make enough difference. 

@ It would not? 

4 No. 

G MAJOR LIPSETT: Just the capital expenditure? 

4 That is all, you will ask for oarrying interes > on your 
money. | 

eo And the expenses of the extra line mean something* 

4 Very little. 

C Pumping? 

A I pay so little you couldn't figure it out on a4 barrel, 


it would be less than a mill. You would get on to such 
a snall fraction you coulé hardly put it down on a pisce 
You heve a little higher pressure, it depends 


it might 


of paper. 


on where you buy your power, electric power, 
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cost you a little more thana mill if you were buying 
power. 

Of course you have been told something about the season- 
able changes and demand for oil and so on? 
Yes. 

The through-put of the line? 
Yes. 
Assuming a new line here, whet size would you suggest? 
“ith the amount of oil they have in the field now? 


Yes, on the same basis as you have been talking about? 


“Vell if I were starting out tomorrow I would build a 


little larger line, but if I were starting out and didn't 
know about the out-turn of the field I would probably do 
the same thing as the Royalite did. 

You would do the same as they did? 

Yes, but starting all over agsin I would put in a larger 
line. 

“hat would you put in? 

I would put in an eight inch line, to handle the crude out 
of there and try and make that Hahdie all of it down there 
and if it would not I would put in a small one, just enough 
to handle the natural, the netural gasoline, and I do not 
know just how much you get, it couldn't be very much but 

I do not see how, you have the pipe there and you have to 
use it, you cannot very well disregard it. 

Me FRAWLEY: It would be less than a 
thousand a day of natural gasoline’? 7 

Yell I would say an eight inch line, eight inch diameter 


line would be just about right for that field, but how 


ean you know that in advance. 
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THE CHA TIRMAT: I am not saying one should, 
I am just asking you what you would do to-day? 

That is what I would do to-day. 

One eight ineh line? 

Yes, 

MR. NOLAN: I am wondering, Mr. Chairman, 
Vihnat figure the witness has in mind of the through~put 
per day? 

MigmeR RILEY s 16% thousand. 

About 15 or 16,000 barrels or even 20. 

Mie NOLAN: chat is the average. 

Ma. TRAWLSY: You are clear about that, 
1t is 6,000,000, let the witness do it, 6,000,000,we 


gave you as the annual through-put? 


All right, now of course, it depends on where your 


storage is, one thing or the other, if. you have to pump 
eat your’ oll up here in the summer months and store it 
dcwn there in the winter, you are going to need more than 
one i ine. 

You know, of course, the field is produced under the 
orders of the Conservation Board? 

411 right, then you have to step up the produetion in 
the summer, don't yout 

surely? 

Then you have to step up to more than 15,000 or 16,000 
barrels a day 

About 29,0007 

Oh well that settled it, if you have to move 29,000 
barrels, you are going to have more than an eight ineh 
I misunderstood it, I am thinking in 


line, I am sorry, 


terms of 15,000 barrels a day, if you are going to have 
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double that amount you are going to have an amount, 
you are going, if you are going to be able to handle 
it economically in the summer and in the winter, you are 
going to have a lot of line you cannot use in the sla ok 
time. | 7 
MAJOR LIPSETT: What would be the capacity 
of a six inch line and an eight inch line? 
It depends on the length, that is..... 

I mean the capacity that will go through ina day? 
That has several factors, there is the pressure, the range, 


the viscosity of the oil. 


(Go to Page 6776). 
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There is a direct relation between the length and 
pressure. The friction in the pipe line goes up 

with the pressure, ve always think in terms of 
economic capacity. In other words, is it more easnomical 
to build a larger line or is it more economical to put 

in another pump station. I would say at this cistance 

it would be more economical to put in a larger line with 
say 50,000 barrels capacity than it would be to put two 
or three pump stations on a small line between here and 
Turner Valley-field, to get the same capacity through 

the 6 inch line. 

TH CHAIR? AN: It has been suggested in 
evidence here that this naphtha line is just used to carry 
naptha for the Imperial, except in emergencies, and with 
respect to the other two that it would be better if 

there were one larger line. I just wondered what you 
thought about it? 

Well [think the same thing. It would be better if you 
had a larger line. 

It is also suggested that would be a less expensive, 
capital expenditure to be taken into account in considering 
what the proper service rate would be? 

Yell, all right. But suppose some fellow came here. 

Here is that Line with the most efficient machinery you 
know about today, pumping machinery, and your rate is on 
that basis. Tomorrow somebody invents a new type of 
pumping machinery that will cut - well it will improve 
the efficiency 300%. Then what are you going to do? 
Make a new rate because if you haa the new machinery you 


could handie the oil more aconomically? 
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I would sey that is one of the very greet administrative 
problems for those who are so unfortunate as to be 
regulatory bodies. 

You have to take things as is, don't you, 6 deka a 
rate? 

That is one viewpoint. Asnother viev.point is that the 
public should never pay more than the service is properly 
worth. If you are to pay for obsolescent things sven 
though people put money into them that is another viheve- 
point. ‘ie have no viewpoint asyet. ile are trying to 

get such help as we can from people like you who come 
before us. 

Vell, that would be the end of everything if every time 
Someone comes along and finds some way to improve the 
efficiency, and reduce the cost, and then if you make 

@ new rate because if the utility had the improved 
equipment they could have lowered the cost, you never 
will get to the end of rate making. 

Wo, that is the trouble. Also it is suggested by sone 
that it would be very unfortunate for the generel public 
if they had to pay a rate basea upon an obsolete plant 
and uneconomical operation’ 

Yell what is going to happen’? 

It is sad there should be capital loss on the part of 
the person with the ohsolescent thing but it is better for ther 
to be sad than thet the whole public should suffer. 

But after all we need not theorize today- You think 
that one line would be better but thet the pipe line 
Company or companies should not be asked to have 
anticipated what has developed dovn there, and it 


is reasonable that they should have three lines and 
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BeseHull. 
Should have some return on them. That is your view? 
4 That is my view, yes. 
q Now, with respect to your other lines. You are oper- 


@ting this line in Kansas, the Kaw, is it? 
4 Yes. 
q ‘hat are you getting there? 
4 e get crude from Western Zensas. You mean the quantity? 
Q No, what rate do you get for transporting? What are you 
allowed? 
A That isa very low rate up there. se have got a set-up. 


ve get 5 cents @ barrel for gathering and transporting. 


Q Both? 

v) Yes sir. 

Q Between what points? 

4 From the leases to Chase, kansas. 

m) How far? 

A I would say it is an average distance of about 25 miles. 

Q 25 miles and you get 5 cenis for gathering and trans- 

porting? 

A Yes sir. 

G That is because you say you have 4 set-up? 

vs) Some of that oil does not move a mile from the well into 
its stetion. Some of it moves as far as 50 miles. I 
said an average of about 25 miles. The rate is all the 
Same, 5 cents. 

Q ‘hether it moves a mile or 50% 

4 That is right. ‘e cannot split hairs down there much 


mere than that. Vie just heve to do it, that is all. 


You do not make much money out of it. 


Mite PRG wigsy ° Which company is that? 


fa Kaw. 
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G THE CHAIRMAN: 4S my associate points 
out you have 50 miles of trunk line and 450 miles of 
gathering lines? : 

A The reason I said 50 miles, that rate is not divided. 


It is not a combination rate. It is a aonsolidated 
Tate.) (Or 0 cants. 

q From the mouth of the well and delivered into the 
consignee's tanks? 

A The greatest distance that the oil moves is about 50 


miles. JI would say the average is about 20 to 25 


miles. 
Q Are you under a regulatory body there? 
b Yes sir, the Kansas Corporetion Commission. 
C Then you have @ company in Illinois, the Central States, 


if I remember? 


4 Yes. 

& You principally gather do you not* 

ys Vell it 4B-about 50-80. 411 the oil is gathered and moved..... 

C Moved by you? 

A Let me say we do quite a gathering service for which we 
do not perform a trunk line service. But most of it also 
travels through our trunk lines. 

& separate rate? 

A Yes sir. 

2 ‘hat are your rates? 

4 Gathering is 5 cents and there are two trunk line rates. 
One rate, it moves about 20 miles is 5 cents. Another 
rate moves about 70 miles aid we get 7% cents. 

Q The first one, 5 cents, is how far? 


A About 20 miles. 
@ And in that cost you get 5 cents for transporting? 
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A Yes. 
@ And the other is? 


4 &bout 50 miles on the average. 

Q, And you get what? 

b 75 cents. 

@ For transporting? 

& what is right. The volume is very large, it is 50,000 
barrels a day. If it were 16,000 I do not know whether 
ve could make any money or not. 

Q Then you have the Texas pipe line? 

A Yes. 

C The Peiee. Louisiana and Arkansas, and you have some 
4400 miles there? 

4 Yes. 


a About 1400 gathering and 3000 trunk? 
& Yes. 

C How are you rewarded there for your pipe line services? 
A ‘Yell, there is just so many rates down there I could not 
begin to recite them to you unless we had the Tariff 
Schedule. I do not happen to have the Tariff book with 

me here. I would be glad to mail you sll our tariffs 
if it would be of any service to the Commission. They 


are a matter of public record down there. ‘They are on 


file. 
« Is there a regulatory body there? 
4 Yes, the Texas Railroad Commission. 
q You do not renember vhet you do in fact get for trans- 


porting or gathering? 
4 Yes, we get all the wey from 5 cents to 12% cents a barrel. 


I do not think we have a rate higher than that for gathering. 


For our trunk line we get all the way from 1 cent to about 
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55 cents a barrel. It depends on the type of character 
of service, to a large extent, and the volume moving. 

Bee COM TOSLONsnk: LIPSETT: 4nd what would be the 
distance of that trunk line? You have 3000 miles of 
trunk line? 

'@l1l they are about 600 or 70U miles. 

TH CHOIR uéN: 600 or 700 miles’ 

Yes. You could not teke that 600 miles haul and divide 
that into cents per barrel, or vice versa, and then apply 
it to a short haul. It just won't work. If you take 

the short haul rate and multiply it by miles to the 

long haul rate, it wouod be so high it would be prohibitive. 
S80 after all the volume is the big factor .- 

Not we will rise for tonight. 

Lit. HARVI: I assume we are through 
with this witness. He would like to get back to kansas 
tonight if he ean? 

Is there any wore questions you want to ask me? 

TH: GHUALRMAN: I do not think of eny 7 juss 
now. 

Peco Lo. LOL o Lirssl?: You mentioned that the rates 
generally go from 10 to 123 cents. ‘ere these fixed at 
the start of the line, and take care of amortization and 
Gapital right from the stert? 

No, they were not designed for tit purpose, no sir. 

On account of the unknown, what you might say the unknown 
volume of oil being moved and other functions thet the 
pipe line would be expected to perform, they established 
the rates and then went to the Commission and asked for 


permission to file those reateSe The Commission had a 
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Heering or they had informal Hearings and if they 

were satisfied that was fair enough to start with they 
would not know whether the rate was too high or too low, 
and neither would the pipe Line company. 

a Those rates you mentioned take eare of the capital invest- 
ment right from the start? 

A It was supposed to teke sare of depreciation, yes sir, 
Spread overa period of yeaits. That is dorrect. Now then, 
after the field had beeh there a while and you ktow more 
ahout it maybe the Commission says ttt rate ought to be 
lowered, ie find you have a whole lot more o11 moving’ _ 
than you thought you would when you came in to file the 
initial rate." Or it may go the other way, ve might 
have to go to the Commission and say "Our rate is too low," 
after the field turned out to be a figzle. "Je will never 
get our capital out of tmi rate." nd they will say 
that we should make another 5 cents and for 50 days they 
Will give the other people interested an opportunity 
to pretest it if they want to, and if nobody protests the 


new rate will go into effect. 


(Go to Page 6783. ). 
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Have you any case within your experience where you were 
fortunate enough to get all your capital back before your 
rate was fixed ? 

“Yell I think there have been some, yes,yes, I think we have 
got it all back in some cases. 

Well how was the rate fixed in those circumstances ? 

If you once got all your capital back? 

Yes ? 

Nell in the meantime the rates have been reduced, our rates 
had been reduced considerably over the period of thirty years, 
a few of them had been increased. 

MR. FRAWLEY: But has the fact that you have 
had your capital all back, has that been taken into account 
by the regulating body in fixing the new rates? 

No sir, they have always taken into consideration the facilities 
and what we have , what went on before, whether we had lost a 
considerable sum or whether we had lost a considerable sum 

or whether we made some , was not taken into account. 
Generally speaking these rates which you have given us in your 
own experience have not, are not rates which have been fixed 
by a regulatory body after scrutinizing the capital investment 
and arriving at a proper rate of return and the proper amount 
of operating expenses to be allowed and So on. 

The only fixing they have done, they have scrutinized the 
capital investment on one and have not scrutinized on others, 
gone into all other functions and facts in connection with 

the transportation. 

In each case before any pipe-line rate in the United States 
goes into effect there has to be an enquiry and a 
Scrutinizing ? 

No not in each case. 
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What is the general rule, give me the general rule first? 
We have the rate in the first instance. 


The Pipe-Line Company fixes the rate first 


> Oo > 


Yes. You go to any of these commissions in any, Slaven we out 

is a local rate and then you apply for permission to 

establish a rate of so much to gather oil and move it and 

for permission to build the Line; they make a few inquiries, 

you go in to the Commission and answer the questions they may 

want to ask and they say " Well now we thirk the rate is too 

high here compared with everything", they ask a number of 

questions just as I have been asked here today " Why do you 

think that that rate should be that high" and the answer will 

be "Yhy there is no one that gives that field any more, not 

enough oil to justify a lower rat? and we hope to get our 

capital back " and certainly we want to get a little more 

than our capital back, otherwise what is the use of spending 

it there, let someone else do it, unless you get your 

capital back. Finally the Commission says " All right, 

we think that is fair and reasonable" and we file that rate 

subject to giving everyone the opnortunity to protest it. 

It is a temporary rate. Always, until the Commission 

finally fixes a rate and that may be four, five years, 

they will come in and they say " Your temporary rate, 

we are going to order that cancelled and our body finds 

that you are not justified in charging that rate. We 

Suggest that your rate be so-and-so, have you an ob jection 

to that ?, and if we have we will tell them and if we have not 
then the Commission orders us to publish the lower rate 
and we publish the lower rate. 

Q Is that all there is to it’ 


That is all there is to it. 
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You never have public hearings in which you go very ex- 
haustively into all of the capital which has been 

invested properly and improperly,prudently and imprudently, 
examine ee operating costs in great detail, to see ame hnes 
that is oo much money being spent? 

No. 

Nothing of that kind? 

No. 

THE CHAIRMAN : Surely the witness is not 
speaking of the United Stat3s generally; the United States 
Supreme Courts are full of them. | 

That is all in the Inter-States Commerce Commission. 

MAy PRAWLSY: I am speaking first about these 
rates of yours which you have given us here this ee 
The Inter-States Commerce Commission is the only one that | 
goes into it thoroughly and exhaustively. 

And have any of these rates been Subject to being established 
by the Inter-States Commerce Commission? 

Yes 

These rates you have given us this afternoon? 

Yes. 

All of them? 

They are all temporary. I would say right now, because we 
have one case that attacks all the rates in the Country 
what they have not settled yet in Washington. 

THE CHAIRMAN: Nhy do you Suggest perhaps 
that no profit should be taken into consideration in 

the days that are gone? 

No, nor losses 

Nor losses either? 


No. 
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Q In the sense of taking away the money you have already gotten 
Prom Lt? | 
A Quite. 
Well are you Suggesting that when they come to consider the 
rates that shall now be fixed, they have no thought as to 
whether or not the rates which have prevailed in the past, 
whether you have lost a lot of money? 
A Well they would, yes. 
And equally if you have made a lot of money? 
if the rates inthe past have never made money and have always 
Peueed a Loss) stney will not allow it to go on too long. 
But it has happened. 
iieeac Happened.” “Ve are doing Some service now at @ less 
Q The Supreme Court of the United States is a sound recorder 
that it has happened? 
A Yes 
Q And Commissions do not insist on persons who have 
suffered a loss over a period of years carrying on 
at a rate which will perpetuate the loss, do they? 
A No. 
And equally they look at it to see if he has suffered 
a loss over the years, so they have regard whether 
or not a given rate has provided them with a good 
profit over the years, don't they? 
A Well, I will put it this way, I don't know whether 
I ean answer----- 
Q Not with the point of view of taking anything away 
at all? 
A I can only answer in this way, that if we had a large 
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loss and then we arrived at the Gommission and asked 
them for a profit now large enough so that we could 
off-set that loss, well, we couldn't get a 

Not your past losses? 

No, they will say "We will give you enough to give a 
you a reasonable return on what you are doing now 
and what we believe you are going to do in the future", 
that is all they will give you. 

Say {f 7 cents? 

Yes. 

Over a period of 3 years shows a distinct loss every 
year? 

mat is.right. 

Now, would you feel you could go to your Commission 
with confidence and get that 7 cents increased? 

Yes. 

If,on the 7 cents, it was shown that you had made 
100% profit every year? 

Yes. 

Would you expect to get it increased? 

No, Sir. 

Would you expect to get it reduced? 

Yes. 

So that from both angles----- 


If the Commission thought it was excessive, you mean, 


Bons vou rT 


Yes? 

The Commission has on its own instigation, Comissions 
rather, in several of the States, held Hearings, 

and while they have not gone into the exhaustive 


details,you speak of, they were able to develop on the 
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Hearings that certain rates, in their opinion, were 
yielding more profit He the pipeline was entitled 
to and they ordered lower rates and these pipelines 
posted the lower rates; the United States Commerce 
Commission has done that, but they made it a blanket 
rate; they wanted a blanket percentage applied to it 
and the carriers protested that, fey said some of 
tneir rates couldn't stand that reduction, they were 
willing to reduce some rates that percentage, and 
others they couldn't and still make a profit, and 
that matter is now being considered by, or rather the 
rate question is now before the United States Supreme 
Court, I mean before the Commerce Commission, they 
have all the evidence in, they will probably rule 
on that sometime this year. 

Q MAJOR LIPSET?: _ Has there been any 
general practice, Mr.. Hull, in your ease as to how 
you write off your depreciation on your plant, etc., 
as tO how you amortize your capital? 

A They usually get that vrovided in the Inter-State 
Commerce Commission; they approve that also, what we 
can charge to our expense account as depreciation. 

Q What basis did you generally put those accounts in on? 
Yell, they range anywhere, it is usually on the 
determined life of the field, and some allowance as 
to whether you can maintain that service for shippers 
in the field for that period of time. You might have 
a field that you might think is going to last, will 
have a profitable life of 25 years, but they may know 
of some reason or you may be able to show some reason 


where your facilities will only be in demand for 10 years, 
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and you may get the Sommission to amortize that on 

a 10-year life, and in others you cannot; sometimes 
the Commission, well, I do not know of anyone that 
has stretched it on longer than about 25 years! life 
now, some fields are older than that, but the 
facilities sometimes wear out before that, a physical 
depreciation. 

It would be based then on the beneficial lifetime of 
the plant and equipment? 

That is right. 

THE CHAIRMAN: Any other questions? 
VITNESS : Mr. Solan, I think, nad 
a questior that you were interrupted on. 

MR. NOLAN: I had, but I have for- 
gotten what it was now. 

“IT INESS : I think, perhaps, I spoke 
a little too rapidly and got ahead of myself. 

MR. FRALEY: Ye are not going to keep 
Mr. Hul?, in any event, he can go back to Texas 
to-night? 

THE CHAIRMAN : Yes, thank you very much. 
We will now adjourn. 

(The Investigation was here adjourned to be resumed 


SelO:S0) A.oMs°) May 9th, 1939.) 
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Montana Pipe Line Company, Local Pipe 
line Tariff, produced by the witness 
P. R. Naylor. 


Statement produced by H. G. Nolan, itsq., 
K.C., showing method of calculating the 
weighted average price of Turner Valley 
crude oil. 


Statement produced by the witness J. G. 
Gemmell, of the Anglo-Canmadian Oils, 
Showing number of cars loaded by that 
company at the Imperial Oil yards during 
1938. 


Statement produced by the witness J.G. 
Gemmeil, showing cost of leases and 
drilling and production expenses as at 
Merch 31st, 1939, of Westflank Oil Company 
Limited. 


MW2LIA"-Rxtension of statement marked ixhibit 


duction Sunset Oils Limited, 


"211", prepared by the witness Kenneth 
Morrison showing cost per barrel of pro- 
Wells Nos. 


land 2. 


6815. 


6859. 


6861. 


6862. 


6900. 
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MRe NOLAN: it seemed tc us, Mr. Chairman, 
that perhaps it would be of some asBpistance if you 
have the point of view of a gentleman we have brought 
here from the East who will discuss briefly I hope these 
various points 18 tc the terminal facilities, Mr. Naylor, 
so perhaps with your permission he might now give evi- 
dence on the few points which remain. — 
TH CHAIRMAN: de will be glad to hear him. 

PLRCY HK. NAYLOR, having been first 
Guly sworn, examined by ir. Nolan said: 
Mr. Naylor, with what company are you associated? 
The Transit and Storage Company. 
And what is that company? 
It operates a pipeline from Syenet, Ohio, to Port Huron, 
Michigan. 
And what is your position in that company? 
President. 
How long have you occupied that position? 
Two years. 
What is the relationship between this Transit and Storage 
Company and the Imperial Oils, Limited? 
We are a subsidiary of the Imperial Oils. 
How long have you been engaged in the oil business? 
Since June 30th, 1896. 
Have you been in all branches of it or have you special- 
iged in any particular branch? 
T have been in all branches of it; I have not specialized 
particularly in any branch except possibly you might call 


it "Transportation". 


Ana when we talk about traasportation, you mean pipeline? 


Pipeline and transporting by railway. 
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Q Will you give the Commission an outline of your exper~ 
lence in pipeline operations, briefly? 

A The first practical experience in pipeline operution was 
at the time when we started to operate the iMontana pipe- 
line and at that time we were buying crude oil in the 

Kevin-Sunburst field and supplying the Maple Petroleums, 


Limited at Coutts. 


Q In what year was that? 

A THILIS 1 

Q Go on? 

A And we continued to purchase the crude and transport it 
by that pipeline even after crude was found over in Cut- 
bank at which time we made arrangements for connecting 
with the pipeline operating from the Cutbank field to Sun- 
burst and there it connected to our line and we transported 
Cutbank crude from the Cutbank field to Coutts. 

Q Yes, and had you been engaged in pipeline operations prior 
to your experience in Montana? 

A Yes. 

i) where? 
when I was with the Continental Oil Company in Denver, 
Colorado. we had some pipelines down in the Florence, 
Golorado field and we also had a small line in the big 
Muddy Field in Wyoming. 

Q Have you had any other experience that you can tell us 
about? 

A Not particularly in the operation of pipelines. 


Q And then about the year 1937 you became the President of 


this company I understand? 
A Yes. 
Q And your headquarters are where? 


Port Huron, iiichigan-. 
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Now Mr. Naylor, you were here yesterday when evidence 

was given before this Commission? 

Yes. 

BVeran HLL? 

Yes. 

rising out of the testimony which that gentleman gave, 
there are some points about which I would like you to 

give the Commission the benefit of your Opinion, you are 
familiar with the physical set-up of this pipeline op- 
erations now controlled and operated by the Royalite Oil 
Company? 

Yea. 

fnd including the terminal facilities? 

Yes. 

what have you to say about the necessity for terminal 
storage? 

IE would say that it is not absolutely necessary for a 
pipeline to have terminal storége other than just isufficient 
to take care of these occastonal receipts at the terminus h 
in order to prevent any delay in having it reach its des- 
tination. 

If the refineries or customere of this pipeline have a 


direct service is there then in your opinion any necessity 
for terminal storage as such? 


No. 


Insofar as loading tank cars are concerned, have you an 


opinion as to whether or not storage is required for that 


operation? 


ot times it is required but it is not always necessary. | 


When is it not necessary and when is it necessary? 


It is not nesessary in a small field where you can pump 


direct from the fiel@ into the cars; otherwise you might 
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need a small tank in which you can load into the cara. 


But having regard to this operation here in Last Calgary 


what would you say, do we require storage for loading tank 


cars? 

The pipeline company? 

Yes? 

Not necessarily. 

well has there to be storage for loading tank cars? 

Yes. 

There has to be? 

There has to be. 

And why has there to be? 

For the reason that pumping into tank cars you are pump- 
ing in at a much less volume than you are to the pipeline 
and if you are loading direct from the pipeline you would 
experience quite a little difficulty in getting your cars 
properly loaded. 

Yes? 

Therefore you would want a separate tank from which you 
could pump a definite stream into the tank cars. 

Now Mr. Hull told us that in his opinion there would be 
required tankage equivalent to one week's maximum ship~- 
ments? 

Yes. 

Do you agree with that or not? 

I do. 

And he said that was for loading tank cars and/or tank 
trucks? 

Yes. 

Do you think the same storage would serve those two load~ 
ing purposes? 


I would say so. 
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Now you said something about the pipoline not having 
storage, what was your point about that, that the pipe- 
line itself aid not requirs storage? 

It is not customary in pipeline operations in the United /| 
States for pipelines to provide storage; they may do so j 
but usually they do not. | 
Is it customary for pipelines in the United States to 

load into tank cars or tank trucks? 

It is not customary; it is done. 

Well is it fair to say that it is done where the peculiar 
circumstances of the sase require it? 

Yes. 

snd in your opinion the sircumstences of this case do re 
quire some storage? 

Yes. 

For loading into tank cars and tank trucks? 

YeBe 

&s there any loss loading into tank ears? 

Yes- 

How does that come about? 


Well there is loss every time you handle any petroleum 


produg ts. 
Yes? 


Both by evaporation and in volume. 


Yes; now so far as loading tank trucks are concerned, is 


that the same or a Giffereat operation from loading tank 


cars? 


The same operation only on a much smaller scale. 


Yes, is there any necessity for a loading tank for loading 


tank trucks? 
Yese 


Or receiving tank, as I think it has been Gescribed, in 
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loading tank trucks? 

I would say it would be better practice to have it. 

what purpose does that tank serve, the loading or re= 
eeiving tank? 

I beg your pardon? 

what purpose does it serve, why do ve think it 1s bet+ 
ter practice to have it? 

For the reason that in loading into a tank track usually 
you are loading some 25 to 50 barrels at a time and you 
have to be pretty careful when you are loading such small 
quadtities to not get your stream too high. 

Is the loss in loading tank trucks as great or less than 
or more than the loss in loading tank cars? 

Providing, I would say it would be about the safie. 

I see what you mean, you lose some , it is in proportion 
to the volume? 

In proportion to the volume. 

Now have you @n opinion to give to this Commission as to 
whether or not the tariffs for loading tank cars or tank 
trucks should or should not be in the pipeline gsneral 
transportation rate? 

In the majority of the tariffs that I have seen they pro- 
vide for an additional charge for the loading into tank 
cars and into tank trucks. 

And I take it that you mean that that is an additional 
charge paid by those persons who obtain that service? 
That is right. 

Which is another way of saying it is not generally in the 
pipeline rate itself? 

Correct. 


And in your opinion is that what should be done here? 


Yes. 
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Now have you any opinion which you can give us as to 
the customary rate for loading in the first instance 
taak cars? 

The customary rate is around ae cents per barrel. | 
For loading into tank cars? 

Loading into tank cars. 

Does that include the loss that we have been speaking of 
or does it not? 

Yes. 

It does? 

Yee 

What do you know about the cost of loading into tank 
trucks? 

I know very little for the reason that we never did any 
loading into tank trucks. 

Is it uncommon in the States to load into tank trucks? 
Yes. 

Do you Know of any tariff which makes a provision for a 
charge for that service? 

I have never seen anyr 

Have you any opinion which you might give us as to what 
the cost of that should be? 

That would depend on the quantity that might be transpor~ 
ted by truck; if it was going to be a steady movement, we 
will say 8 hours or 16 hours or 24 hours in a day, you can 
provide facilities and could operate it much more econom~ 
ically than an occasional truck. 

Aasuming for me that deliveries are intermittent, they are 
not continuous, that they are seasonable, that they are 
arall, not to exceed 100 barrels per day, would the cost 


under those circumstances be more or less than loading tank 


cars? 
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I would say it would be more. 

Can you say how much more in your Opinion? 

It would be an opinion only. 

Well we have had many opinions and T am sure one nore 
will not matter? 

THE CHAIRMAN: One more is in order. 

It would run from approximately 2 to 24 cents a barrel 
more. 

hike NOLAN: For the tank truck? 

For the tank truck over the tank car loading. 

And I should have mentioned something to you in respect 
of terminal storage, all of the tankage, as I-understand 
it, is not available, there is a top and a bottom? 

That is right. 

Does that mean that only about 80% of it is usable tankage? 
That is right. 

And do you agree with the evidence which we have heard that 
there Bho always be more tham one tank? 

Yese 

Because one tank is receiving while another is discharging? 
Correct, that is right» 

I mean you heard what Mr. Hull said? 

Yes, what Mr. Hull said about it. 

And you agree with thet? 

I agree with that testimony. 

All right. Now there is in this pipeline operation a 


question about what we have been describing as branch 


linese--> 
THE CHAIRMAN: Mire Nolan, would you mind elab= 
orat ing that tank situation a little. 

MR. NOLAN: About the capacity? 


THE CHALIMAN: Yes, he says two tanks I understand. 
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Q Like NOLAN: Yes, now why do you have to 
have two? 
THE CHAIRMAN: He knows the situation here, 
what size of tank? 
iwRe NOLAN : Yes, now you say one week's 


maximum supply in tankage is required? 
Yes. 

Now you say more than one tank? 

Yes. 


Now explain that to us because we do not understand it? 


> © & Dp & 


That is because when you are pumping into one tank, in 
order to get an accurate gauge as to the volume of oil 
going into that tank you must seal that tank up and you 
cannot withdraw from that tank or should not withdraw 
from that tank if you are going to get an accurate gauge 
while it is being pumped into and while you are operat- 
ing your refinery you must necessarily draw from the 

Other tank. 

Q Yes? 

Therefore it would require two tanks. 

TH: CHATrnal: I understand that but I also gather, 
Mr. Nolan, having regard to the peaks and valleys in the 
transportation of oil that you might have to have larger 
tanks than you would have if you had an operation that was 
equal day by day- Now what I am trying to arrive at in 


regard to the situation as we have it, what should be the 


size of those two tanks? 


MR. NOLAN: Ih the first place, the Chairman 


would want to know what is the tankage which in your 


£9 


opinion is vequired, the total tankage and then following 


from that how im your opinion should that tankage be 
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divided up, into on or rather into two or three tanks 
and of whet capacity? 
TH CHAlkusl;: Has couns8e] agreed as to what is 
the maximum for the peak weeks? 
Mine NOLAN: /@ have not got that. 
TH’ CHAIRMAN: We could get dowr to concrete 
things then. 
MR. NOLAW: we have seven cars a day from the 
evidence of ir. Moore but it doesn't follow that because 
you have a big day that week that that is the week's 
mximum requirement because you wight have another week 
that -o- 
MRe FRAWLEY: If I may interrupt, “he putr2ser 
think, Mr. Nolan, I was anxious to know whether that was 
an all=year average and he says "no, that would look after 
the heaviest part of the year", seven cars a day. 
lune NOLAN: I am not sure whether Mr. Moore 
meant that to be 49 cars a week or not because some of 
the evidence was to the effect that it would be 8,000 bar- 
rels a day which would give us 56,000 barrels a week. I 
do not think when we were talking to wre hoore, Mr. Chair= 
man, that our minds weve directed to this question of one 
week’s maximum supply. 
MR. FRAWLEY: Wo, one day's maximum supply. 
MR. NOLAN: Yes, that was the biggest day. He 
gave us the biggest day but what the evidence has re- 
solved itself into now is the maximum week's requirements, 


that is the biggest week in the year as opposed to the 


biggest day in the year. 


MRe FRAWLEY: Well unless, that is surely not dif~ 


ficult, if seven days is the biggest day then we, I mean 
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seven cars is the biggest day, are we not GPring on the 

Bide of too much if we take seven times the biggest day, 

surely that will not be any more than that? 

bine NOLAN: I thought it was to be done on a 


basis of a week rather than a day. 


THE CHAT iv: AN: And uur. Frawley suggests 49 cars 
a week. 
Q line NOLAN: Yes, have you any opinion as to 


what the reqiirenents would be to load down here in the 
terms of barrels of storage? 
A I would first want to know, ix. Nolan, what is going out. 
Yes? 
4nd without knowing what is being shipped why we cannot 
very well decidec what quéentities should be kept. 
MRe FRAWLEY: Take seven cars a day. 
THE CHATHual: Seven cars give us on the evidence 
how many barrels, these are small things? 
Me FRAWLLY: 12500,mr. Chairman, and we thought 
we should add 20% because of the fact that only 80% of 
the tankage was effective. 
THE CHALKI.AN: Then if you add 20% that is what? 
MR. FRAWLEY: we will just be aeine about it, we 
will take 50 cars, let us take one more car and make it 50 
Cars and then take the biggest capacity car that we know 
of which is 240, we might take an average but we will 
take 240 and that is-°-- 
WITWESS: Theat is a wine gallon, lire. Frawley, 
that 18 not an imperial- 
MR. FRAWLEY: These are berrels. 


WITNESS: But your 240 barrels would be on the 


wine gallon barrel, would it not? 
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MRe FRAWLEY: when ir. ioore said a barrel-+-- 

I was just thinking of it from a wine gallon into the 
Imperial gallon because the imperial Gallon is 35 as 
against 42. 

True but do we need to worry about the gallons, 1 ‘didnt 
think we needed to so long as we were talking in barrels? 
Iwas just, a tank car of 242 barrels would be 842 gallon 
wine barrels, would it now? 

Well of course I cannot say, Mre Moore just said barrels? 

I think that is right. 

He just said 240, by the way, he said 240 is the biggest 
tank car he sees down there? 

I think probably when he made that statement he was figur- 
ing on the 42 gallons, wine gallon barrel, is that right? 
Wait until we see now. 

MR. COTTLE: A barrel is the same in either a&se. 
Yes, but the Imperial gallon is larger than the wine gallon 
and therefore you would have less than 242 Imperial gallons 


in the barrel. 
MR. COTTLE: It depends on how many gallons he is 


figuring in the. car? 

There are around 12,000 gallons in the car. 

Wine gallons? 

wine gallons and that is about ¢42 barrels. 

THE CHATHyA W: fell now how are we doing. 

MR» FRAWLLY: de have 50 cars; with respect I can- 
not see what the difference is if we are talking about bar= 


rels because in this country the barrels have a certain 


number of gallons. 


That is right- 


As against what the barzvel is down there? 


But it is a barrel, correct- 
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@ MR« FRAWLSZY: Then, iir. Chairman, this is the 
calculation I have for ynu, 50 cars at 240 barrels which 
is 12,000 barrels of storage; aow adding 20% to that, 
because for the reasons given yesterday by the witnesses, 
that is £400 so that we now have 14,400 as being the 
necessary storage to handle 50 cars a week as I gee it 
nowe You do not want to add anything to that on this 
gallonage business? 

A No sir. 

MR. FRAWLEY: All xrienit. 

Q MR. NOLAN: [I suppose you would say if it is 
50 cars a week that would be sufficient or would you? 

A It would if that was the volume which was going to be 
moved out. 

If that is one week's maximum supply? 

Yes, that is right. 

THE CHAIR AN: If you do not mind, Mr. Nolan, so 
that we can get this down to something concrete, then 
you have your trucks scver and above that? 

MR. NOLAN: In accordance tc the evidence of 
this or the other witnesses, this storage takes care, as 
I understand it of both, 

THE CHAIRMAN: L mean the quantity of barrels. 
MR. FRAWLEY: we had the 100 barrels a day, sir, 
if that is worth while making a separate calculation for, 


just to cover it all. 


THE CHALTRMA N: That is 700 barrels a week. 

MR. FRAWLEY: That is 700 barrels a week, that is 
true. 

THE CHAIRMAN: So you have then roughly. 

MRe FRAWLEY: Yes, you see we guve you now a 


tentative figure of 14,400 that we have been using, and 
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when I say "we" I have been more or less accepting the 
figure of 15,000 barrels as being the effective storage 
80 I think that additional storage would take care of 
that. 

THE CHATRiIAN: That is setting an outside figure 
of 15,000 barrels. 


Mie FRAJLEY: VOLEreCCy, Sirs 

THE CHATRM AN: To cover all the storage. 

MR. FRA /LLY: Yes. 

MRe NOLAN: And is it your opinion that the 


storage would cover both type of delivery, sir. Naylor? 
Yes. 

Phat it would? 

Yes. 

Now turning to the question of what we call "branch 
lines"? 

MR. PLOTKINS : iire Chairman, pardon me, before 

we go ahead, I think these statements have been quite in 
error because I knov, referring to tank cars, at the 
Imperial, they move in train loads and it is obvious that 
Beven cars a day is not the maximum. I think it should be 
elaborated further. 

MR o NOLAN: I have taken steps now to get in 
touch with Mr. moore to find out if any error has crept in- 
to that figure and perhaps T will have the answer now if I 


may be excused. ife cannot get him at the moment but we will 


ina very few minutes, 


MRe NOLAN: There is the question here, hir. Naylor, 
discussing branch lines and by that I mean tapping the 


trunk-line for the purposes of serving a refinery direct? 
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what in your opinion should be done in respect of these 
branch lines, first as to the cost of installation? 
Usually, the practice is that, if the refinery desires 

a connection to a pipeline and if there is going to be 
sufficient volume to warrant the expense of putting in a 
line that the pipeline company would do it. 

At its own expense? 

At its own expense. 

Yes? 

And if it was not that way and proof cannot be given for 

a@ satisfactory bond that the cost of the line would not 

be returned to the carrier, then the carrier can put it in 
and at the cost of the refinery and make a refund on the 
number of barrels received. 

Now is it the practice in the states to compel pipeline 
companies to make these connections or is it left as a 
matter of agreement between the parties? 

Left as a matter of agreement for the parties. 

And I suppose that would depend upon the volume as you say 


required by the customer and the financial responsibility 


of the customer? 

That is right. 

THY CHATRVAN: Jell if you care to, mr. Nolan, you 
might explore that, you see as lL drew tO your notice, it 
geened to me and you might care to explore it by this wit- 
ness, that there is a different situation where there is 

a measure of control in a competitor of the people who 


seek the connest:on: now that is easy to understand and 


perhaps the witness might care to speak about it. 
Me NOLS I: You follow what the Chairman is 
saying, Mr. Naylor? 


Yes. 
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Q That in effect we are a subsidiary of the Imperial Oil 
and in the refining business? 

A Yes. 

Q These other companies who desire. these connections are 
in the refining business in competition with that Imper ial 
Oil which controls this pipeline? 

A Yes. 

Q Now does that in any way effect your opinion as to the 
propriety of the pipeline company makinz this connection 
under the comptlsion of a regulatory boara? 

A No. 

Q Well what the Chairman wants you to direct your mind 
to is whether this element of control would make it 
proper for a regulatory body to compel this connection, 


that is generally what it is? 


THE CHATRUAN: Yost 
WITNESS: Well in all pipeline operations 


that I know of the pipeline is in the transportation bus- 
iness to make money and if a refiinery can satisfy the 
pipeline that they can take a sufficient quantity of oil 
that would pay for the expense of putting in that pipe-~ 
line, that they would certainly do it but I do not know 
cf any case where any company has taken that matter up 
before either a State Commission or the Inter-satate Come 


merce Commission compe+ling the connection. It is 


uBpually done by agreement. 
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THE CHAIRMAN: You see, that scarcely 

touches the point. It might be an advantage to the 

pipeline, as such, to get business, but of much 

greater advantage for the refinery, as such, to have 

no competitors. 

MR. NOUN: | Should it be left to the 

discretion of the pipeline company, controlled by the 

ref ining company, as to whether or not the pipeline 

company should make a direct connection to competing 

Pertnerres.. Is that’i t? 

THE CHATRMAN: . 168. SHoOuULd 25° pe leurs 

to them. You put it quite clearly. 

Might — get that again? I did not quite catch it. 

-MR. NOLAN: I am not sure I can say 

ie oeeain: Should it be left to an agreement to be 

entered into voluntarily by the pipeline company, 

controlled by a company in the refining business as 

to whether the pineline company should agree to furnish 

eonnections to other refineries competing with the 

controlling refining company? 

May I answer that in this way. That the Inter-State 

Commerce Commission and these various Commissions \ 

are for the purpose of seeing that no discrimination | 
- 


enters in, and if the pipeline company were forced 


roe oe 


by a refining company that owned it to not make that 


connection then the refiner could take that up with 


aad 


womens 


the Commission and the Commission under the laws that 
T have read coulda force that connection. Does that 
explain that? 


Yes, TI shink that is coming very close to the point. 
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THE CHATRMAN: The question is, has 
that time come for us? 

MR. NOLAN: Yes, and toi for fyou 
to decide. 

THE CHAIRMAN: Yes. 

MR. NOLAN: Apart from the cost of 
installing these branch lines to refineries, under 
whose control should the operation of these pipelines 
be carried on? I am talking about the branch lines? 
Under the pipeline operation. 

THE CHATRMAN: This is the service line 
from the trunkline to the refinery. 

MR. NOUNA: Yes. the services alae 
from the trunkline to the refinery. That has to be 
operated by somebody. 


Controlled by the pipeline company. 


Why ? 


Because there are so many things that might happen. 
You want to be sure that that line is in good shape 
and there are so many questions that might come up 

in connectiion with the branch line if the pipeline 
company did not have the operation of that line, that 
you might get into a great deai of trouble and 
controversy. 


Yes, and you are saying that as a practical solution 


bf 
of the problem it is your opinion that the pipeline 
utility company should continue its scope of operation 


over this service line? 


rea. air. 


> 


Have you eny opinion as to the amount which should be 


delivered----- 
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THE CHAIRMAN: IT suppose he agrees, 
does he, that that line should extend to the tanks 
of the customers, the refining customers? 
MR. NOLAN: Yes, where should that 
service line end? It begins at the trunkline? 

A At the tank. 

Q Whose tank? 

A The receiver's tank. 

Q eovtne receiving tank? 

A Yes. 

Q Of the refiners? 

A Yes, sir. 

Q What is your opGnion as to the amount, the minimum 
amount which refineries should be required to take. 
f understood Mr. Hull to say in his opinion 3,000 
barrels was the minimum. Have you any opinion as to 
that? 

A I would say that that would not be an unreasonable 
am-unt to require as a minimum taking. 

Q Something was said yesterday about the way these rates 
are built up in the United States. I can lead you 
for a moment to say that we know from the evidence 
that as a rule they are diviiled into what we know as 
the gathering rate and the transportation or trunkline 
rate? 

A Right. 
THE CHAIRMAN: Before you leave that 


subject, I wonder if you would care to follow up that 
question of 3,000 barrels as the minimum taking. 


MR. NOLAN: Yes. 
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THE CHATRMAN: 
You man by that? 
One pumping. 
In order to justify a connection what number of 
pumpings a year. ‘Ye have heard a lot from the previous 
witnesses as to when it is good business a connection 
might be made voluntarily or would be made voluntarily. 
Wert, all right. “what, in his opinion, constitutes 
good business? There must be some point where----- 
I am interrupting you, Mr. Nolan,only because I thought 
you might want to get it out of your own witness. 

Q MR. NOLAN: You are the man in charge 
of this pipeline, for the moment? 

A ea, O1l’ 

Q And a connection is requested by an independent refiner? 

A Yes. 

Q You say that depends on the volume required by you? 

A ros. soir. 

Q What volume do you require before you would make that 
connection? 

oe That would depend on how long that line would be and 
how frequently this party could take pumpings, and 
the amount that he would take over a yearly basis. 

Q If the distanee from the the trunkline to the refining 
property is 1100 feet and the requirements of the 
refiner are 500 barrels a day. 
THE CHAIRMAN: 1100 feet, does that 
cover the case? 

Q MR. NOLAN: To the tanks it is 1700 


feet, but IF think to the poundary of the property it 


is 1100 feet. 
MR. PLOTKINS: Something like that. 
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MR. NCLAN: fo. the, tenk 1% a3 91700 
feet, and the requirements of the refiner are 500 
barrels a day, would that, in your Opinion, be a 
volume which would be sufficient to bring you to the 
point of view he should have a connection? 

It would, on the understanding he would take that 

465 days in the year. 

THE CHAIRMAN: Ido not understand that. 
I thought you wanted to have a 3,000 barrel minimum 
taken? 

That would be the average. In other words, you could 
take 35,000 barrels at a time, but you could take 500 
Dearreis over 3065 days, which would be about 160,000 
beérrels over the year. 

MR. CCMMISSIONER LIPSETT: In. that particular case, 
what would be the minimum taking you would insist on, 
in that particular case, assuming it was not scteaetn 
for him to take 3,000? 

That .culd depend, Mr. Commissioner, on other services 
you might have on your line. In other words, if you 
have other customers that are taking regularly and you 
would interfere with their operaticns it might be you 
would have to say "Yell, we might go down to <2,000, 
but I woul@ say to try and hold it around 3,000 
barrels. 

Even if it put their customer to additional expense? 
That would be'something we would have to work out. 

In pipeline operations we heve to do these things once 
in a while, when one oarty wants a little bit more 
erude and another varty wants a little bit less. ‘Ve 


just have to work those things out with the customers, 


por es 


: 
bp 
Ao 
tn < 
3 parr wt 
Cota as 
a dy 
¢ eee 
i) ave es 
att eG 
~ 
\ ber 
. 
am ‘ 
ody 
ai, 
ii 
aay 
‘ 
eV, 
a) 
‘ 
4 
. 


hienks ol ee 
. i car ‘ay on i a 


ab Nid 


‘ P un 
' 
ve eek tote 4 BhNo ate BE pm. oA, 
vA as 8 4 Ca Do "i ne Or 
, wv 
¢ qd eT sien Ry est 
¢ Ay ae = REA Ae ef yest, 
Pah ar ‘ x ‘ ‘ : re = 
a 1 3 4 - 
‘ . we " a i a ee 
et a r Tha oe H > ‘ sy hy he: Nv { ie 
i t = . ee: i 
r, Fe — ris) ‘ afl ‘* 
Dea Oo ly wht Be ay) 8 
: cat ae FAY Oh Fawn 4 
hee -- aad 
me ‘ pnade aby aa at 
esate Bet Lae 
oF » 
eh 
_— 
a ; 
ah La 
a & ay & 
j . x z Bi i hy . 
° iM 
oe iS 
-, ify ‘ 
z 4 eC w oe rote | 
r, ~My 
x 1 | 
E v }} 5 ‘ir oom oa 
H OB : ead Se 
a 2 vet 
, PY. < pe de * 
“5 7 
“ 
* a 
’ . 
t _* iad 
heed _ | « o y its 
he i t 7 re 
+ 
a 
‘ ha AcE aE (4 Fi 
z sy - fad his 4 @ fi. 
ed ’ 
A Hy ot 
% y tots 
it 


P-1 


iy ae Naylor. -6811- 


MR. NOLAN: AS to the rates that 
are in force in the United States, let me be clear, 
you know something about the manner in which those 


rates are laid down in the states, do you? 


Are they laid down by----the Inter-State Commerce 
Commission deals with them when they are extra 

State, as you call it? 

Inter-State, Inter-State or in foreign Commerce. 

Yes, and when they are only within the territorial 
limits of a particular State, then there is a | 
particular utility board in that State which governs 
that? 

Yes. 

How do these rates come into existeme, or do you know? 
Do you know about these th:ngs? 

Well, I know that in making arrangements for rates in 
Montana that we consider what might be @ reasonable 
Charge for the service to be performed Ye make up @ 
schedule on a form prescribed by the Montana Railway 
Commissiion as well as the inter-State Commerce Commission 
and we file that schedule with them. That schedule has 
to be filed 30 days prior to the effective date, and 
you can put in a rate that would be, say 20 cents or 

25 cents, whatever you may think that service would be 
worth. Then your shippers in that territory have an 
opportunity of protesting against the publishing 

of that rate. 

Yes? 

Then the Commissions order a Hearing and at that Hearing 


it is discussed pro and con, and if it is not a 
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satisfactory rate, why we might be ordered to put 
in another rate. But I can say this, that I do 
not know of any orders being issued in that respect. 


THE CHAIRMAN: Have you knowledge now 


of what this form contained. You haven't a copy of 


the form, I suppose? 
No, I hauwen't, Mr. Chairman. Oh, DT have scopy, ves, 
I have too, I have a copy of the form. I have a copy 
ef our tariff here. That just provides the size and 
the form in which the rate shall be »ublished. 

Form No. 1, Montana pipeline tariff, 

MR. FRAWLEY: You spoke of a form you 
filed before your rate became effective at all. 
"Montana Pipeline Company, Local Pipeline Tariff." 
But you spoke of a form - I gathered you supplied a 
form? 

That is the form filed. 


And no further information is given? 


No. You send it right in to the. Inter-State Commerce 
Gommission. 
THE CHAIRMAN: You mean that the Inter- 


State Commerce Commission does not want to know 
anything about your capital and operating costs? 
Not at the time we filea the tariff. 


What really happens, I supvose, is, that if nobody 


Objects the rate goes into effect? ~ 


iec,, Sir. 

Until somebody does object? 

Yes. 

Then they go into all these matters? 


Yes, Sir. 
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ae a 


MR. NOLAN: AS a matter of fact, 

the Inter-State Commerce Commission is going into 

the question of pipeline rates at .the present time? 
They are at the present time, yes, Sir. They are 
making an exhaustive examination of nea 

Are they valuing these pipeline operations? 

weg. oolr. 

In the United States? 

Yes. 

And on what basis are they making the valuation? 

THE CHAIRMAN: If he knows. 

MR. NOLAN: If you know. 

They are two ways in which they are considering it. 
Original cost, less depreciation or replacement value. 
Yes? 

MR. FRAWLEY: Have they made up their 
minds yet? 

Not yet. 

MR. NOLAN: When you say original 
cost less depreciation, what kind of depreciation do 
you mean? 

In operating under the Inter-StateqCommerce Commission 
they have prescribed certain rates of depreciation on 
certain articles in pipeline operation. Tanks may 
take one depreciatioh rate; pumps another, houses 
another, and your pipeline another . 

Is your depreciation they are considering the 
depreciation as laid down by the Inter-State Commerce 
Commission? 


Yes. 
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Q Or is it the depreciation that the company itself 
writes off? 
A Well, we have argued with them that in some cases 


their depreciation is too low? 


Be) 


Yes? 

A And they in turn have argued it is too high, and now 
the matter is up for discussion and argument before 
the general session of the Comission. They may say 
"Yell, you are going to take this, or you are going 
to take that " It will be a possible asreement. 

MR. NOZTAN: Would the Commission like 
that marked as an Exhibit? 

A They may have it, if they wish. 

Q WR. COMMISSICNER “IPSET?: There is just one of the 
regulations, Mr. Nolan, if you do not mind, that I 
would like to ask him about now. It shows the 
minimum amount of oil which will be received by the 
company is 500 barrels? 

A That is, Mr. Commissioner, where we go out to the lease 


and pump from the lease. 


Q You take 500 barrels at a time? 

A We take 500 barrels at a time. 

Q What do you do with that at the other end? 

A Yell, that goes into a common tank. ‘In other words, 


that is from the gathering lines into our field storage. 
Yould you deliver that 500 varrel lot at the other end? 
A In certain cases we might have to, although we never 
have made any deliveries from the lontana Pipeline in 
less than 5,000 barrel lots. 


Thaf really deals with the receiving end? 


O 


That deals with the receiving end. That is, this tariff 


= 


here deals with the recciving end. 
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MR. NOLAN: Yould you like that 
marked or not? 

A THE Chairman and the Commission make keep them. 
MR. NOLAN: | “e only keep them if 
they are markei. 
THE GHATRMAN: ve will pin them together 
anc mark them as one Exhibit. 


(DCOULENTS IN QUESTION ARE 
NO MARKED EXHIBIT "251", ) 


Q MR. NOLAN: Do you know of any pipe- 
line operation in the United States comparable to this 
pipeline operation here in Turner Valley? 

A Yes, there are some. 

I mean can you give us the benefit of what you know 


of the rates whieh exist there, in systems comparable 


to this? 

be Well, the one I am most familiar with is the Cutbank 
field. 

Q Yes? 


Their trunkline there from that field, we will say, 
to the International boundary, is approximately 30 
miles. 

Q MR. FRAYLEY: This is the Toronto 
Pipeline Company? 

A Talking of the Toronto and also of the International, _ 
and our line. That is what was our line. ‘e haven't 
it any more. Their gathering system down in there, 

I would imagine, would be comparable with this out 
here, about 90 miles or 100 miles. They are charging 
at the present time for that service 15 cents a barrel. 

Q MR. NOLA’: Do you know that materials 
cost, I man pipeline equipment and miterials cost 


more in this country than they do in the United States? 
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A Yes. 
Q By approximately 40 or 50%? 
A I Jo not know the exact percentage. But I know it 
is considerably more. 
Q- The cost of operation up here would. be higher than 
it would be in the States? 
A es, olr. 
Q Due to weather conditions? 
A Mes, Sir. 
Q Our oil is heated here, Mr. Naylor? 
A. Heated? 
Q Yes? 
A Well, we never had to heat any oil in Mortana. 
Q Would that increase the cost of operation? 
A I would say so. 
Q Our trunklines are laid to a tenth of (6 Peete ie 
that more or less than the depth to which they are 
laid in Montana? 
A Our pipeline in Montana was what we considered plough 
depth, from 12 to 18 inches, in some cases ee inches. 
Q Yell, I think that is all I will ask you. Thank you, 
Mr. Naylor. | 
Q THE CHAIRMAN: What degrees of frost 
do you get there? 
A It depends on your oil, the wax in the oil has a lot 
to do with what you have to do with it. 
Q MR. NOLAN: It is as cold in Montana 
as it ig in Alberta? 
A Just as cold, yes. 


THE CHAIRMAN: I was wondering. 
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A [ was answering Mr. Nolan's question. But that 
15 the reason for it, is that there is not as 
much wax and, therefore, it does not get as thick 
and sticky, as viscous, as you eall it? 

Q MR. FRawlLiy: It is not 4 question 

of Mr. Coultis bathing the oil at all? 

A No. | 
MR. PLOTKINS: The nature of the oil 
in the Cutbank field, Mr. Naylor---- 

Q THE CHAIRMAN; JUSb While) 1 think vo fig, 
ane perore you start, Mr. Plotkins. This Toronto 
Pipeline Company, we have had some evidence about it 
being operated for a parent company, do you know 
anything about that? 

A feo. not, Mr. Chairman. IT have no connection 
with it at all. 

THE CHAIRMAN: All right, Mr. Plovkine. 

Q MR. PLOTKINS: The Cutbank crude, 
you are very familiar with it, Mr. Naylor? 

a I have bought a few barrels of it, Mr. Plotkins, yes. 

Q It is highly waxy? 

A LAs (oie iil 

Q Would you say it is worse or better than Turner Valley? 

A Well, I have not operated a pipeline in Turner Yalley, 
but I know we have very little difficulty with the 
oil down there. 

Q But in general it would be about the same nature? 

A hoo not know, I have ee sade a comparison. 

Q In Montana the different pipelines gather oil for their 


parent companies. In other words, each refiner or 


each major organization has its own gathering and 
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transportation system, ie the main? 

Oh, I do not know. 

Well, we Will take them in turn,. at the present time 
in the Cutbank field we have the International? 

phat is right. 

It supplies its own refinery? 


Right. 


as SS Se 


Ve have the North West Refinery and the O'Neill 


interests, it does its own gathering? 


b= 


The Big West. 

Not the Big Yest, the North “est? 

A O'Neill, I think, he hes a connection down near 
Cutbank, that is at his refinery. on do not know. 
That is my understanding. 

Q Since you left the field Mr. O'Neill ana the North 
West have purchased part of other systems and has 
created its ee ae system? 

A It has. 

Yes. So that for all practical purposes it pays no 
charges to any other company. So that it is not 
interested in the rate. The International is only 
interested in the rate to the extent of the service 
they may perform for the publie and that part of 
their operations is hardly worth considering, is 
that correct? 

A Well, I do not know. I have not been dow in there, 
Mr. Paotkines, for over & year, end 7 cannot say what 
the practices are at the present time. 

Q Well, now, in the Kevin-Sunburst field the Big “est 


has its own gathering system? 
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A I understand it hes, Ves a. is 


& 


The International or the Texas Comyany has its own 

gathering system? 

A tam not sure of that. ..I think theirs is gathered 

| by the Illinois Pipeline, is it not? 

Q No, to my knowledge they gather their own oil. Now, 
it is true that part of the system originally belonged 
to the Illinois Pipeline, but at the present time, 
to my knowledge, they gather their own oil and make 
their own connections? 

A Well, you have l:.ter knowled:e than I have, Mr. Plotkins, 
as I understood that they were using the Illinois 
Pipeline system. They might have some of their own 
gathering lines, but I aid not know of them at the 
time I was dowr there. 

Q When the Maple Leaf was operating it h.d its own 


trunkline system and gathering system? 


A Right. 
Q So that for all practical purposes in Montana, in 
the northern field, in the main, - there may be minor 


excentions - yes, we will even go to the smaller 
refineries. There is the Teloraine Refining Company, 
you are familiar with that? 

A Yes. 
It has its own gathering system? 


A I do not know. 


Q So even a small 200 barrel refinery finds it profit- 
able to have its own gathering system, in the Kevin 
field I am talking about? 

THE CHAIRMAN: Look here, Mr. Plotkins, 
we want the answers from the witness and not your 
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statements. You put something to him that has not 


been answered. 


MR. PLOTKINS: Would you say that is 
the reason they put in their own pipeline system 

is that they find it more convenient and profitable? 
I would say they find it more convenient and c¥ofitable, 
yes, that is why they put it in. 

So that conditions in Alberta, where there is no 
competition or where each refining company is not in 
a position to gather and transport its own oil, the 
conditions are not similar in respect to rates? 

Ido not know of that. I would say that regardless of 
whether you own the line or whether you do not own 

it a reasonable cost is going to be in effect just the 
same. | 

Yes, I agree with you, but when it comes to publishing 
a rate and filing that rate with the Commission, and 
expecting objections, it is not likely to be any 

under the cireumstances that prevail in Montana? 
Oh,yes, there could be, Mr. Plotkins. Yes. How about 
the Producers’ Pipeline from the south end of the field 
there. They are supplying the Home Oil They are also 
guyplying, as I understand it, the Pocatello Refinery 
at Pocatello, Idaho. They are independent. They could 
use the International line and they did. and others 
can go in and use the Illinois Pipeline system. 

At times? 

Well, they are there for that purpose and I do not 

see how they could refuse if the volume of the oil and 
quantity was sufficient for them to handle. 


For who, for the International? 
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For the independent. 

Oh, for the independent? 

Meat in pect, we know that they are doing so 
to-day, from what I have hoard. 

Doing what? 

Loading crude oil there into tank cars. That is the 
Illinois Pipeline at Sunburst. 

Is loading crude oil for what company? 

Well, I understand it is coming across tn Sodium 
Products. 3 

That is in Qanada. But we want to stay with the 
situation in Montana. AS you have pointed out to 
me, the Home Oil and Pocatello, is it? 

Yes, 

Refinery, even though they are located at a good distance 
from Cutbank, have seen fit to purchase and put into 
Operatior their own gathering and loading system? 
Well, I do not know as to that. 

That is what I understood from you, that you said 
that? 

No. 

You are not familiar with the situation? 

No. I do not know if they have done that, Mr. Plotkins. 
I do not know it. 

If that were a fact, that all of these different 
companies are handling Eneun awe oil, the necessity 


for having a rate scrutinized would more or less 


disappear? 


Yes. 


So if that were a fact the conditions would not be 


similar to the conditions that pertain in Turner Valley, 
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where all the refineries and ali the purchasers 
are dependent on the one pipeline? . 

A Yes. 

Q At the present time and for some considerable time 
there has been agitation in the United States for 
divorcing operations of pipelines from the other 
operations of the industry, is that a fact? 

A I saw it in the papers. | 
You know at the present time there is a Commission 
appointed by Congress in the United States to take 
testimony and go into thet matter? | 

A I understand, Mr. Plotkins, and this is not authentic, 
that when that matter came up before Senator Wheeler, 
who is the Chairman of the Inter-State Commerce 
Committee, that the commodity clause was not included 
in that investigation. Now, all I am giving you is 
a report I have received. Therefore, that wauld be 


out if that is trues 
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Now there has been and still is considerable agitation 

to obtein that is there not? 

Nereis eet on terkvabout it. 

Yes, on the part of the independent crude producers and 
the independent section in the industry in the United 

States, that is right’ 

Yes. 

Now so that would indicete that in generel throughout the 

United States there is dissatisfaction with the fect that 
the mejor units of the ina@ustry who are refiners and 

distributors and producers, there is dissatisfection with 
the situation whereby they control the trensportetion agencies 

in the main in the United States‘ 

“Ig@ll I would say, Mr. Plotkins, that that is not the only 

complaint they have got, they are dissatisfied with all 
the conditions. 

True, but I mean that one particular fact’ 

That is the one they are after right now. 

That they are after right now? 

Yes. 

Mi. Com:issl oner Lipsett has pointed out that under the 

regulations set up by the reilway Commission in Montena 

you are bound to accept deliveries as low as 500 barrels? 

That is right. 

From the progucers? 

Under the Montana Railway Commission. 

Regulations? 


Regutations, you are right. 


New if you are compelled to accept deliveries of 500 barrels 
it goes without saying that you would also be oalled upon 


to deliver to the purchaser at the othe. end of the pipe 
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2 i a ie 
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e 
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line in lots of 500 barrels? 
Under the Montana regulations you are correct. 

That is correct? 
Yes. 

THE CHAIRMAN: You are bound to receive 
and bound to deliver in 500 barrel lots? 
Yes, under the Montana Railway Comiission's orders. 
(ie PLOTTING * Are there any regulations 
made, set up by the Montena Railwey Commission, that 
stipulate the conditions under which the pipe line com- 
pany will connect toa refinery for delivery of oil? 

No, there are no stipulated conditions, Me. Plotkins. 
They say that a pipe line must connect if necessity 
exists. 

If the necessity exists? 

That is right. 
So that if the refiners feel themselves agrieved by 

the refusal of the pipe line company to make a connection 
they can go to the Commission for a ruling’ 

They can, yes. 
So that for all practical purposes the Commission does 
compel tite pipe line company, if the circumstences warrant 
it, to make delivery direct to the refinery? 
I would not say does, they can. 

Truas, well, is not the purpose of a pipe line to gather, 


transport and deliver? 


Yoes 


To come back to the loading of tenk trucks, Mr. Naylor, 
you were President of the Maple Leaf Oil xefining Company? 


Yes. 


The Maple Leaf Petroleums for some years? 


0.8 
ey 
Beineed Gf thesd Hie eh) ou rt Ya eae i 
Pett, [eip ‘ad oni ab f evtsen pe te 
; ere Mae age AT Re i il aot La hier 
is - ore ae hey C3 et no TR 3 ¥\ eee’ yaeeint wagorOd. ont ee cea | 

> ; t alae tice Lk PAry “Ln oe Resin 


ey) Cones Ta Lined te. Bris ig Skea: i var av a *} 


Pal 


% 
- 
i 


Ms i 
J: + a Bi : 


a 
ai 
sn 


mphiges itd ee re att r Bt: Lai i aba ‘edo co ‘a 
‘Mio Ho eaavk lop ek ‘oealtion wot ‘sous 


san durols | qt (Ae 3 ot si poredogtte oa. week 
rer a, oe iy Ay ware 


' a Pan g@es i teu Rates) fama, at oat, : ved 
Re ne i aA: Lhe 


ee 


Pest), if | en) Filia i sii ba nih 


‘Gaveze 3» ybbneoope 


par y fei wy ae ay ‘a Rh, 


bas | BT bow nt sags sorb statoo me isi prentiet bed Gish 
Vi aye ie i ar vee by Auth afi nal Wee 
avitsendion B Gh et ca aqme one, eqhd pat. o fee 


14 eage Aer Ww, dy a, a a 
rt 


hy Ae 
1 ee | tgatink » | she Seabees: ent a neo 


pont age 


ig 
; ne a4 Fe eae oF ey ; Sta dat: / aie. i ae if Lao) ty ‘ ie i rear 
7 “gedb aoteeicined: ont sonata | | 


ria ‘ | i 


| Sy ee 

on es Fo pa ait rea. wily ‘oo ats ee sm of : 
: ae eda iis ‘Yond ae na | 
‘, "yredese ot agit eaiq. a TS eeogtiy eit roe ett 


et ni me? a ' 
| dieses nbartce aint te bh so te 
fi i £ y Pie oh ai 
gaisiysd vais ‘seed ae ent: | 
a 

ie lig 


at 
winch by wl 
Peyote ah ime): | 


ns Af + 


j " f 
. + 4 1a 


want diet al ae ‘hdd 


i y ins 


C2 
5 ~6825+ 


P. Re Naylor. 


A Yes. 

Q And you are fully familiar with louaing tank trucks? 

a By tank trucks. 

Q For refined products? 

A Per euel Ol1liand s0°on, yes, 

Q@ At the Maple Leaf Kefinery you had tank truck loading 
racks? 

A we did. 

Q As well as tank car loading racks? 

4 That is right. 

Q Waa would you.say that it is not preferable, or at least 

would you say that it isim practable to load tank trucks 
from the main storage tank, cruce storage tanks, through a 
pump and a meter, direct into the tenk truck? 

A That would depend, Mr. Flotkins, if you are loading into 
tank cars out of one tank, you certainly woulé not want 
to make a connection and run also from that t-nk 
tank trucks at the seme time. You might have a loss 
from your gauge that might cause 4 loss that you vould 
not be able to find. 

Q Bur if you hsd@ an accurate record through the meter of 
what you loeded into the tank trucks that aisability in 
gauging would pertially ciseappear? 

A If the meter was accurate. 

Q Ye will assume that meters are accurete today, you will~ 
agree with tht? 

Yes. 

So that we can eliminate 4 considerable amount of expense, 
having in mind the seasonable character and the small 
amount that is contemplated to load into tank cers, 


we could eliminate al] the mechinery ond use a plain pump 
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@nd ohne meter for loading crude into trucks. 

You would not use the same pump, I woulda gather, lir. 
Plotkins, in pumping into tank trucks, while you were 

Dump iNe Ante tank Garis «sss 

No, I am not saying the same pump, but you could use a 
pump suitable for the purpose? 

Oh yes. 

And @ meter, and eliminate the tanks and eliminate all 

the rest of the psraphernalia? 

‘611 that is not customery. 

It is not customary, but in viev of your experience 
loading fuel oil and refined products at the tiontana 
iefinery, that is the Maple Leaf refinery, would you 

say it would not be practical’? 

Pe never put 16 Into cprectice. 

But you did the loading? 

Ve did, and we usually had the tank trucks, in other 
words, your tank truck wes efficiently gauged and 

each time it tas loaded why there vere th: t many barrels. 
in, the same as in the tenk car. 

That is one thing which has been overlooked in tnis tank 
truck discussion? 

Yes. 

The Dominion Governnent compels téenk trucks to be officially 
gauged, that is correct’? 

“jell now, that was my understending when we were opera ting 
trucks, ané I don't know if it has been changed. 

That is a fact, and in view of tht fact and that addi tional 
che¢k done through the meter, would you say it would be 
More difficult to load through a separate pump and a meter 


Girect into these tank trucks? 
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Q 


No more difficult, kr. Plotkins, but it would be inconven- 
ient. 

More inconvenient? 

Yes. 

Now it would not be necessary to maintain an este blishment 
and e@ man or men all the time at the truck loading platform‘ 
Oh yese 

If the movement were seasonable? 

You would have to have him there while you were loading the 
trucks. 

While you are loading the trucks? 

That is right. 

So it would be probably not neessgery for you to psy a man 
and have the other facilities, the other services, the 

year round to load tank trucks for possihly eight months? 
Oh, I would sey you would charge thet man's time while he 
was actually performing th-t service. | 

Yes? 

But you would have to have your man there to perform that 
service if you are going to give service to the public. 

TH CHAIRMAN: I understood you to say that 
yeu @o not need any separste tank in respect of tank trucks, 
that a pump, a separate pump and a meter would serve your 
purposes, using the tanks which you would use for car 
tankage for the same purpose? 

It can be used, Mr.Chairman. ‘Jhile it is not eustomary 

to do it, while it is a small body, and it goes into the 
tank truck, now when we were loading fuel oil, going back 
to lr. Plotkins' question there, we would load our fuel 


Oil from a different tank when we were loading into tank 
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trucks than we did into tank cers. It is a better oper- 


ation. 
Q WR PLOTEING: It is more convenient? 
& Yes. 
G The Royalite has alreedy advised the Commission that it 


would load in eight hour shifts, in other words it would 
only load during certain periods, to cover eight hours. 

Now if the loading were confined to cight hours, in day- 
Ligh Verses 

THE CH&IRMAN: I suppose really that should 
put that they suggest thet that should be the proper period 
within which to do it. 

a Mie PLOTKIUS: Yes, it has been suggested 
that that would be the proper method of loading, that is 
restricting it to sight hours, so as to eliminate the 
danger of fire and also reduce the cost’ 

A Well I don't know what vheir procedure may be. 


In view of that, and now that we have come to the point 


®) 


where we are going to load, where we are going to have a 
man only at the time when it is reguired to load tank 
trucks, would you say that the general gaugers and loaders 
in the yard would not elso be able to take care of the tank 


truck loading, or would you say that it would recuire a 


man specially for that? 


A Well it would all depend, lr. Plotkins, upon the conditions. 
C The circumstances? 
A Yes, I would not went to testify as to what would be good 


prectice for the Royelite. 
Q You have mentioned in your testimony. lr. Naylor, that you 


felt that in cases where the refinery could not satisfy the 
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carrier tit the volume would justify the installation 
Of a delivery line that the refinery should pay fur that 
delivery line and be reimbursed by some method by the 


Pipe line company? 


4 Yes. 
Q Wheat method of procedure would you suggest? 
A ‘ell, that question has never arisen in my operations, 


My. Plotkins; railveys, they allow you, if you build your 
own track, a refund of so mucn a car for every car that 
you put over that switch. 

Q Yes‘ 

A Now just whet basis might be used in petroleum I would not 
want to venture to say because I do not know, never having 
seen it. 

q ‘ve will get down to @ concrete cese, when you were manager 

of the Montana Pipe Line Company and a refinery, we will 
assume that a refinery made an application to you a 
conne 2tion? 

4 Yes. 

Q On what formula or basis would you sit down and figure 
out what you would require to have done before you would 
build a connection, assuming th:t the connection was a 
four inch line and a length of 1750 feet to the tank? 

A Well I would first determine the responsibility of the 
party. 

Yes? 
And that the crude that they were going to prodigs and 


transport over the line was legal oil. 
Yes? 
b And that I would want to be assured that it was going to 


ba for a certein period of time. 
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—& Hov' long would you says 

A a#nd so many barrels, we will say on an average either 
weekly or monthly over that period, and then come tn a 
basis of an agreement. 

q Yes, but you would have to go to the party and stipulate 
that in barrels or in dollars and eents or in anme concrete 
method? 

y Oh yesyx we would sit down at the table and figure it out. 

G Now to the best of your judgment, if you were faced with 
that situation, would you not have some formula, some 
method, some basis of working it out on, as to the number 
of barreis or as to the speed with respect to which vou 
would expect to get your remuneration for your investment? 

, yh Well, there being so many hazards in the oil business, I 

would try and get remunerated as quickly as I could. 

G On whet method would you consider this remuneration, 
there must be some guide? 

y:) Theat is a difficult question. to answer, iv. Plotkins, 
not having experience of conditions before me, in the 
operetion of our line, why I do not know, it would be a 
matter of agreement to come to. 

@ Assuming that the oil was legally produced, assuming the 
party was financially responsible, and you were assured 
that the refinery would operate on the same basis as all 
the other refineries, that is in this country we operate 
on a seasonable basis and probably nine months is about 
the average operation, now assuming a11 those factors 
and the additional known fact that there is 1750 feet 
of 4 inch line to build, whst would you demand as good 
business and why would you demand that? 


4 Vell if I eame to the point that I was assured that the 
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party was responsible and the oil was good I would go 
anead and put it ing 

411 right, the volume, 1750 feet line, 4 inch pipe, 
everything else taken care of, what would be the minimum? 
Forgetting 5 or 10 years, what would be the minimum from 
@ financial standpoint? 

Yell I would try and get it back if I oould ina year. 

By what method? 

By an agreement with him. 

You don't get me? 

In other words, if the rate was 15 cents a barrel? 

Yes? 

All right, I might tant to charge him 30 cents a barrel 
Php (Liao my bine paid Lor. 

You might want to charge him 30? 

Yes. 

But knowing the conditions in Montana you would be legally 
bound to give the connect ion? 

But here I would get thet back as a refund, not on the 
cost of my tieénsportée tion. 

You would get what hack’ 

iy investment. 

Well would you apply the whole 15 cents or 1 cent or what, 
to get it back in a year? 

I don't know. | 

You have no particular methods, it would be a guesst 

If you and I were doing that, Mr. Plotkins, it would be 
an agreement. 

But if you were president or the manager of the company, 
and working for someones else to whom you are responsible, 


surely you must be guided by certain principles in evaluating 
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any particular business proposition which would come 

within the purview of the manager or the president of 

&@ pipe line company, and there must be in your mind, 

from your past experience, some septs. conerete method 

of evaluating those factors? 

Yes, putting in.1740 feet of 4 inch Line, we will say 

that cost in the neighbourhood of »3500.007% 

Yes? ‘we will say it cost 43500.00, we will assume that? 

I would try and get that »3500.00 back within the year. 

All right, on whet basis’ 

That would depend on the volume which you were going to 

put through. 

No, but I will ask you to take @a minimum volume and there- 

fore you must. | 

Pott that is. a difficult thing, Me. Plotkine, sovdo. 

yall now, you said w3500.00% 

Iam just mak ing a guess. 

ie will use thet as the figure, @m I wrong in suggesting 

to you that you would normally consider thet all the 

revenue, the full pipe line rete could be applied to 

amortize that line in one year and you would be satisfied‘ 

No, you couldn't apply all of that rate to that portion 
of the line. 

I know you couldn't normally. 

Because it cost you something to bring that down to that 

line. 

But would you consider it for the purposes of business, 


that it would increass your through-put and, therefore, 


decrease your sost, your general cost of bringing that 


par ticular oil? 
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The more oil you cén put through the pipe line the less 

your cost. 

Iam trying now to set you to see this situstion, you 
are faced with a demand by a refinery? 

Yes. 

That wants sconnecticn? 

Yes. 

You have to weigh the matter, whether it is good business 

er not to give him that connection; in your owA mind you 

are satisfied that it is not going to cdst you any more to 
transport the extra 100 or 200 or 500 as the case may be, 
barrels per day, because you already have your overhead, 

you have your administration and your method of handling 

it? 

Yes. 

In your own mind, would it not be the fact thst you would 
visualize it in this manner "iiell I oan apply all the revenue 
of that delivery to that pipe line and after the first year 
if it pays for thet connection it will be additional profits". 
It oould be considered that way. 

Jould that not be the normal way for you under the circumstances 
to consider Ms that way, you have ho other factors that you can 
use? 
As I said, Mr. Plotkins, I have never had a case of that kind, 
but I do not think it would be an unreasonable method to usa. 
So thst thet would be a plausiblem:thod * 

Yes. 

Theat gives us the basis..... 

THE CHAIRMAN: I do not understend, perhaps 

I du not follow it at all. are you suggesting this, that you, 


the pipe line company, we will say, make the connection at 
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your own expense? 

Yess 

THat you get it baék by allotating the year's operations 

to repay yourself, are you not fooling yourself, you have 

paid for the line and you are only getting a certain rate? 

Yes, but as I understood tir. Plotkins, Mr. Ghairman, was 

this that wnere the pipe line company refused to make that 

connection and the refinery put that connection in and 

we said "ye will buy thet connection from you after ‘a 

certain number of barrels of oil have gone through there." 

Oh yes, then you are still paying for the sonnectionr 

After the amount is paid back. 

Vhat it really means is tiat you have peid for the connection 

but in the meantime you have ascerteined thet it is good 

business for you to have done sof 

That is quite so. 

fie ts ali it botls dovn to, doesn't 1t% 

YP, PLOTMINVS: It boils down to this, Mr. 

Ghairman, that we have not been able to get some basis 

that the pipe line uses, and apparently they give it out 

by a rule of thumb and it would appear to me as a ratter 

of good business in the nature of this operation, where 

4t costs no more to inerease the throughput on @ line 

Slightly, that the pipe line compa ny would view it in the 

Light that if they did apply all of the income the first 

year, having in mind that the refinery would be stabilized 

over a number of years, to the amortization of the connection, 
it would be considered good business. 

Well is that not more or less a hypotnetical question, Mr. 


Plotkins? 
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own money. 
WM. PLOTEINS;: Yes, but there would not be 
any money to apply at all if the connection was not made 
ena there is the possibility and the probability of contin- 
uing to deliver through to that refinery. 
THE CHAIRMAN: But in essence, doesn't it 
boil down te, who should pay for the connection? 

A That is right. 

Q ‘hether you say you teke it out of your pocket or take it 
out of the rate, where you get it from is no matter, it 
1s is it good business, it would be a question of whether 
Prynot it is good business to pay for it, this délaying 1% 
for a year or so is only to see whether or not it has proven 
to be good business. 
Mi. PLOTEINS : Yes, I have in mind only the 
Gonditions where the pipe line company does not consider it 
justified for them to pay for the connection, and in that 
ease only the refiner would put in his own line and if at 
the end of the first, in fact apply all of the revenue 
towards being reimbursed, in other words, the pipe line 
company would allow all of the 15 sents in this case te 
go towards paying back the line so that the first year's 
traffic would pay for it and after that there would be no 
question as to the ressonableness or otherwise of the pipe 
Line company making tht investment to give the eonnection. 
TH - CHL IRMAN: ‘fell it seems to me at this 
stege you neec h.rdly pursue the examination as to whether 
or not they should or should not make a voluntery agreement, 
because during the period of this Inquiry thst has been 
sought and I would gether th-t both parties have tried to 


arrive at an amicable arrangement and have failed, so that 
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P..ieMaylor. 
it resolves itself into a simple question of whether 
the connection should be recommended to be ordered, and 
if so, what should be recom ended as to who should pay 
for it. ‘het pocket they take it out of, seems to me 
guite immaterial if they are the ones to pay, and if you 
are the one to pay, where you get it from is immaterial, 
but this thiug, it seems to me, boils down to that, Mr. 
Plotkins, and I do nat think these witnesses, whether 
Pirectiy or indirestly related to the pipe Line. corpor- 
erion, 1. do not think thet you are going to get very fer 
in effectively negotiating an agreement by way of examin- 
ation when you have already failed by other means. 
Pe PLOTAINSG : Thatis correct, Sir, that 


fa oti, thank you. 


(Go to Page 6837). 
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Mr. Naylor, then just let me ask one question as to that. 
As the Chairwan says the import:.nt thing is who, in the 
last analysis, has to stend the expense of this service 
line, this conerete one we are speaking about, the refiner 
or the pipe line company, in the last analysis? 

yell, if the oil to be transported through to the refinery, 
I would say if the refiner is going to get enough orude 
that the pipe line themselves would be willing to make 

thet connection. Wor in the case that the party receiving 
the oil cannot satisfy the pipe line..... 

About what’ Cannot satisfy the pipeline about what? 

That it would make a return to them on their investment. 
You mean thst they would repay for the expense incurred. 
“hich do you mean, thet they would repay the amount of the 
investment or thst they would supply enough treffic to 
repay it* 

If they would supply enough traffic. 

@nough traffic to what, to warrant the expenditure or so 
they would get back out of the treffic the amount expended? 
Possibly, lur.Frawley, I could explain it in this way. In 
building a railroad siding, the railroaa builds that siding 
for you as a rule, and you pay the cost. 

"hen? At wh:t stage do you, the factory owner sey, pay the 
cost? 7 

‘hen it is built. 

“hen it is built? 

Yes. 

The reilrosd compeny builds it and you reimburse it immediately 
before the traffic: moves at all” 


Yes, and then they refund to you so much per car for that track. 
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Q You pay them much less in freight tolls: 

A in other ¥ords, they refund to you, under an agreement, we 
Wald say 2.00 a cor or 16.00 a. car. 

Gj Until you hae all been paid out? 

A Until you have been reimbursed for the cost of that track. 

, In the last analysis the railroad company has stood the expense 
of building the spurt 

4 Right. 

€ The factory ovner certeinlv has not? 

A Yes. 
THs CHAIRM ti: They make deductions in freight 
and the money is paid out that otherwise vould have gone into 
their pockets? 

e Pats, Lists It boils doin, as the witness 


says, as to whether it would he good business or not, and 
what would be the volume. I will try and find out when does 
the time come under circthmstances such as we have here when 
it is said to be good business. No take ths railway tr ck 
for an example. If the railveay company looked at the 
factory and thought they could not get the cost of the spur 
back for say 15 years, by these abatements in the tolls, vould 
that be good business or bed business to put a spur in? 

A ell the railroad. ‘:ill you say thet gsrein, Mr.Fravley*s 

G The railvay company end the fectory man wants a spur. The 
factory wants a spur built’ 

A Yess 

q And the railway company looks at the prospective tolls 
Coming out of that factory’ 


4 That is right. 
And they cannot see themselves getting paid back for the 


DD 


cost of the spur for about 15 years, ve will way? 
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That is the railroad or the factory‘ 

No, the railvay. The railroad is going to pay back the 
factory man, but it is joing to be so slow their money 
is going to be spent for about 15 years? 

Yes. 

What do you.... 

The manufacturer has paid the railroad for putting in 

the track. 

Yes, he has paid for it in advance. 

Therefore the railway don't care vhen they get it back. 
That is very simple. They will build at any time, under 
those circumstances, they will build it for any sort of 
eeiattie faot0ory. That is’ the result of thet is iu mote 
Ccmpare that to this pine line operation, and this 
refinery desiring a branch connection. If the rePincry,.e. 
I say if the pipe line company is assured that they are 
going to get revenue and that the connection is going to 
be a good connection to them, they cervainly would put in 
the connection therselves. 

Theat is the other way of looking at it. But first of ell, 
as fer as the ~- they will permit a connection then at any 
time if the refinery builds the connection and stands the 
expense’? 

I would not sey that. 

VWhot does it matter to them if it is not costing then 
anything for the construction of the service line* 

There may be @ lot of things in connection with the 
operation of vour line that you do not want another con- 
nection. 

But put those things aside, there are no circumstances 


of thet kind, and the refiner is willing to pay- Should 
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there be any further difficulty about giving a connection? 
If he oan give you @ responsible - if he is responsible As 
would say go ahead. 

Let him put it int 

Yes. 

4nd he puts it in and spends »é000.00, on whetever basis 
it is, he gets that returned to him does he? 

If that is ares aly you vanted to work out your agreement, 
ir. Frcowley. 

‘ould that be the customary thing. ‘ould that be proper? 
I have not seen it wrked. 

You have said already you see no reason why it should not 
work out, like the railwey case you have given me*% 

I cited that as a hvpothetical example of what tir. Plotkins 
was trying to bring out, as I understand. 

Do you see any reason why the same situation as exists 
between the factory and the railroad there, the factory 
building their spur and incurring tiie original expense and 
being repaid out of rolls, do you think that thet is a 
reasonable thing to expect from this pipe line operation‘ 
ell the pipe line, Mr. Frawley, would prefer to own 

@l1l tts own facilities. 

Let us approach it from that angie. Under what circumstances 
and at what stage should a pipe line operator decide that 
he will build a connection? 

After he has been satisfied of the volume and the respen- 
sibility. 

Let us be concrete agein. He can satisfy him in this 
instance as I understand the evidence, that he can take 


an average throughout the year of 500 barrels, or 365 tins 


500 barrels? 
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a Yes. 

Q He can expect that much traffie in the year? 

A Yes. 

Q More on some days than othezs? 

my Yes. | 

Q If you operated this pipe line what would be your attitude 
to that application for a connection? Theat. is what I 
would like to know? 

A "well, I would put it this way, if anybody came to me when 

l was president of the Montana pipe line and offered 

me business that was going to be of benefit to me I would 
certainly take it on. 

G let us bemore concrete. That business I have just 
Suggested to you? 

4 Well I would want to know more about tne circumstances 
surrounding the actual conditions. 

Q ‘hat else would there be now? That is the volume of 


business and that is the way in which you are going to 
get it. What else of any greet importance would there be 
you would have to know? 


A The responsibility of the party and how much he is going 


to get. 

q Let us assume that. I have given you his tr«ffie? 

v) Yes. 

Q ‘h- it would be your decision? 

A Personally if I was operating a pipe line and I was looking 
for the business I vould take him on. 

Q May we take that now as your final view about this, to 
assist this commission? That under those circumstances 
you would take this particular refiner on’ 

4 Yes. 


Q And would you incur the capital expenditure ana is that 
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P.k-Neylor. ~6842- 
the last we would heer about that? ‘ould the refiner 
under any circumstances be asked to pay you back that 
capital investment’ 

4 lo, not under those circucistances. 


Then only one other thing. That would be an addition 
to the capitel you would have invested in your line? 


4 that ie right. 


C “hich you would like :nd expect to haye returned’ 
A Correct. 
* And you would regard that, I assume, just as if you were 


building additional gathering lines to a nev wellt 

A That is right. 

CG There would not be much protracted negotiations about 
Whether you would build a gathering Line to a new well? 

A Noe 

Q You would just go out es a matter of. routines 

A That is right. 

g. And put in the gethering line? 

A Yeas 


Is there any resl distinction between that and giving a 


service line to a refinery it the oth:r end of the systems 

4 Yes, there is a distinction betvcen the tv.o. 

Gi “ell, wherein lies the distinetion and how vital is it? 

A Because you are producing a naturel resource. You are 
trying to develop tht natural resource ana thet is going 
to produce as long as there may be a market for it. 

Q Yes? 

A But on the oth +r hand the refiner might go out of business 
tn six months or a yeer or something of th t kina. 

« ‘ell you would have to run a certein amount of risk? 


4 You would take a chance in any business, mr.Frewley. 


at y i, sk ne 


niet who 


“BRL BE GF 
¢ pa eeS. DOA or pay! a. Ratia 


«plea iar Db Ree! Aa: ncn hay +2 
asst 8 SON, 


ot 
wee 


ghenaudon, aed ro POeqee Pas 


he's a) a YAR 
Py é 


ee oROE SUE AB e eo mi rene | 


cLheo, ae aoe aoe tae Laos 
i Why CORO Chai. pat Date 


> 


r et 


7 er 


he ewe <i 


; pe a eit gisele 


7 ee ne 


ve 3 she ite —. 
Wieevete calf To. one tee lh doetxouttes 8. oF, st 
7 at nov Wed woteentyers' @ ® 
jp Ptes pt feb 9 ba, ba tdi icin lined: stl, 
ge LOL .. 99 tpoabe! £ -sotee: BF pitt 
‘ATOR 2h Tako. one seeded tay 576 | 
iwE a eS at) &. Bate ran nat what ‘una 
nae i \: PAylt eae 
Seen 220d Lo, tio: onl ei ain & neta st Saad (= ro’ | j 
Rei: Pott’ 14 <j tot bine! worntaey eto Me #n0 
Fat Dae oe goers S&EStI99 “ats 


cies coed ueapeat ord seca anata oer 


] 


ea 


: boa 


P. R. Naylor. ea 

G So that we can relate this to what we called yesterday 
the rate base, and with respect to which there seemed 
to be a lot of confusion in Mr. ull's mind, if that 
service line had been built befors the rate was submitted 
to the sorutiny of the regulatory body, then that sapital 
expenditure involved in the service line would be in the 
capital investment of the comap ny* 


A That is right. 


C And it would. be in what we call its rate base? 
h hat is right. 
q And therefore, upon that as well as upon all other oapital 


assets they would be entitled to receive a return? 


A That is right. 


co) 


That is for things in the past, but when we are looking 
into the future the matter is taken care of, 1 assume, 

by simply giving them an allowance in the rate, giving 
them a certein number of decimal points in the rate to 

take care of future capital expenditures whether they 

be for gathering lines or for service lines or anything 
else. 

4 Possibly I did not get that quite right, or get the question. 
Ce Where does the company get the money - remember it is a 
public utility, strictly a public utility, and its rate is 
fixed by a regulatory body after examination of its capital 
assets, its operating costs and a proper rate ofreturn 

and so on? 

Yes. 

Like a gas company in other words? 


Yes. 
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Pes Naylor. -6844- 
money to make those capital expenditures. Is that a 
Simple way in which it could be done? 

A if I understand the question, Mr.Frowley, in othez words 
you have put in your pipe line and you have gotten sertain 
gathering connections? 

Q Yes? 

A Now you are going to put in an additional gathering line? 

C One this year and perhaps two more the yecr after? 

A That goes into your capital, and out of the revenue that 
you receive you are supposed to pay for that. 

Q} You take care of th: t? 

A Yes. 

C Now you say that it could very well be thet the tank 
trucks could be loaded out of the same tankage as tank 
cars? 

4 They could be but it is not practical. 

C The practical thing then, you say, is to have a tank 


to load tank cars, and a smaller tank presumably to load 
tank trucks? 
Treat is what we did. 

Q But in the figure you heve givenus, of roughly 15,000 
barrels, that is the total storage required, and you 
would suggest that a small portion of it be put inte 
a small tank and the balance into large tanks? 

A It would all depend on what the conditions were. 

© THE CHAIRMAN: Now let me get that right. 
We have 15,000 barrels of storage? 

MR. FRALEY: Yes. 
THE CHAIRMAN: As I understsod the witnesses 


it is desirable to have that in two tanks? 


Pp TRA’ LEY: Yes, even if you are only loading 
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P. R. Naylor. ~6845- 
tank ears alone. 
THs GHAIRMAN: But he suggested three tanks? 
MRe FPRAULSY:- It has been suggested for the 
tank car movement alone, which is 95% or more than that of 
the movement, as between tank cars and tank trucks, that 
there should be tvo tanks used for convenience sake? 

A Yes. 

(, Two tanks to look after loading into tank cars? 

A Yes. 

e Do you agree with that? 

4 Yes. 

i) If that were so, is it, as the Chairman suggests, is it 
your suggestion that there should be, if tank trucks are 
g0ing to be taken care of, a third smiler tank to be 
constructed? 

A I mde that statement that it is not good business and 


in fact you would get into a lot of difficulties if you 
were loading into tank trucks through another line While 
you were still loading into tank cars through another 
line. The tank trucks might come in there while you are 
loading tank cars. 

Q And you might have to take care of both of them simul- 

taneously? 

Yes. 


You would not want to do that from the same tank¢ 


Noe 


SS & wD & 


THE CHAIRMAN: Does that involve a 


third tank? 


4 Yes. One small one. 


q Let us hear about that, if you please. If you do not 


mind, Mr.Frawley. The sizes? 
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P. kK. Waylor. ~6846- 
Ma. FRA" Ly: Let us have the sizes? 
“@ have @ maximum of 15,000? 
Anywhere from 100 to 250 barrels. 
Mi. NOLAT: May I be excused in inter- 
rupting? I have been telephoning lur. Moore to find out 
what the maximum week vas as opposed to the maximum daye 
He gives me a figuie of 14,418 barrels for the maximum 
week, for tank car shipments. 
TH: CHAIRMAN: That is tank cars* 
Mee NOLAN: YeS» 6 do not load to tank 
trucks now. 
Pia) PR Tas YL: 14, 0007 
A MOLAN: 14,418. 
VReFRA LaYs All right, 14,400. 
Pi ANOLAN: That, of course, is te 
independents only. That is understo:d? 
a PRA Live Yes, and if +e continue the 
rule of adding 20/ to thet, then Mr. iJoore would really 
necd 17,40 barrels storage to take care of tenk cars. 
THz CHAIRMAN: Tank cars? Now we add 700, 


wasn't it, for tank trucks? 

Pes TRACY: Yes. That is unless we give 
him an additionel...... unless we expected to take care of 
tank trucks out of that. Th t is true. 

Ms CHAT AN: Let us get it alle ‘se know 
he has to have 14,418 barrels. That is the maximum week? 
Mas FRALSY: Yes. 

TH? CHAIRMAN: Now your maximum on the 
evidence of tank trucks‘ 


Mm. PRAY: Thet is 700. 
TH? OHAIRMAL: 700, yese That is 700 more. 
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Pe R. Maylor. -6847- 
Then add your 20% and tell us what it is. 
Mr. FR “LEY: I wonder if we should add 
the 700. 
THS CHAIRMAN: You are going to keep that 
separate and get one tank for that department. 
Poise “RA Lays Yes. het us be clear with 
Mr. Naylor. You only regard this smaller tank to look 
after tank trucks? : 

A As a loading tank. 

Q What you would call werking storage? 

A That is all. 

Q Let us hear from you while you are on the witness stand, 
assuming Mr. Moore's maximum week, biggest week, was 
14,418 barrels into tank cars - into tank cars alone - 
and th: t he does not expect to Load any more than 100 - 
that is his estimate - 100 barrels per day into tank 
trucks. Do you think that 17,440 barrels, which is 
his 14,400 - I have dropped the 18 - but 14,400 plus 
20%,.that comes to 17,240 barrels of storeége. Do you 
think that should be enough of storage. Putt ing 
aside this working business for the moment, should thet 
be enough for him to take care of his tank cars and 
tank trucks? 

A Yes. 


Lt? NOLAT: You should make it clear 
to the witness you are averaging the tank truck loadings. 
Mm. FRAWLUY: "fren I say 100, oh yes, 


that is the aversge.e Wobody knows what the business is 


going to be. 
Mr. NOLAN: One day it might be much 


ereater. 
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P.R.Maylor. is 
MR. FRA LOY: That would be 10 trucks 
of the smaller sixe and only four or five of the higger 
Sige. wissentially, ve have to do a gertain amount of 
estimating: I am personally glad to get ir. Naylor's 
view thet he things 17,400 barrels of storage should 
enable Mr. Moore to look after both classes of business. 
Then you say for working purposes that should be divided 
into three tanks? 

A Yes. But one small tank, Mr.Frewley. Just~one thet 
might be set up on a platform and as your tank truck came 
Up you just turned the hose into it. You say the tank 


trUCKS are all officially gauged. ‘shen it is fulls..s 


£ > 


No gauging equipment involved, and they could supply 

its contents by gravity? 

A You would have to have your equipment. You would have 
to have it so that it would be a protection to you. 

C. You agree with the cther witnesses there should be two 
tanks for practical purposes to load into tank cars’ 
Yes. 

Q And a third one working on platform storage to supply 
tank trucks’ 

A Yes. 

@ Now give us your approximate idee of the sizes’ 

4 Usually tanks run in 250, f0, 2000, 2000, S000, S000 
and so one But I would say if you have two 10,000 
barrel tanks you would have 20,000 barrels. 

im If you had two 10,000 barrel tanks? 

4A That gives you «0,000. 

TH? CHAIRMAT: And whet about the Little one? 


4 As L said about 100 or 150 or #0 barrels. 
G ie, PR boy: "e will say 200 barrels? 
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A Yes. 

q Of course, then we have 22,000 barrels of storage? 

A You have 20,200 barrels of storege, 

Q 20,200, that is right? 

A Yes. 

a That is more then he needs, but you say for practical 


purposes. eeee 
4 As I say usually there is no 8000 barrel tanks, and the 
10,800 barrel tank..... 


Q It would be splitting hairs to get down less than that? 

4 Yess 

« THE CHAIRMAN: The cost: 

Q MNR, FRALEY: Can you give us an idea of 
what these things cost’ 

A No, I have not seen the cost for soma time on those, Mr. 
Frawle ya 

€: Now, Mr. Naylor, I was struck with something you said 


that was only just an opinion. You said that 2% cents 
per barrel should be sufficient to look after loading into 
tank cars. That was customary and you thought sufficient? 

A That is the custom ry charge in the tariffs, Mr.Frawley, 
in the States. ; 

@ Then you just doubled that in givire your view as to what 
should be charged for lo-ding into t unk trucks? 

A ‘lell it is just an arbitrary figure. The additional equip- 
ment you have to put in and you have to provide a place for 
the trucks to come in and get out, and the inconveniences, 
and the small quantities thet are delivered, I just took a4 


& 


shot at 2% cents.mere, making her 5 cents. 


it is not tn cperation on which it is expected 


Ae ies 


I quite agree, 
that the refiner, if it is the refiner, will make very much money 


although it seems to be a situetion that requires to be taken car 
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P.R.Moaylor. 


of for a small refiner that wants to take its Supplies in tank 
trucks. | 


Thet is 

I just wondered why you thought that. That would 
really be, or you would really suggest then 5 cents, 
43 to 5 cents, for loading into tank trucks, and 2+ 
cents for loading into tank cars? 

Yes. And you would have to take into consideration 
your volume on those figures. 

THE CHAIRMAN: With the simplicity of 
the operation he describes, can you see why he says 
the rate should be doubled? You have a small 250 barrel 
tank. Clarify that. Perhaps, there is a good reason 
ror it, 

MR. FRAWLEY: The reason I. did not like 
to follow it too far was because he did not give any 
reason for it? 

iiveaid I just picked it.out of, the air. 

It certainly is a horseback figure, I would say. 

Well, we have never done any of it, Mr. Frawley, and 

it is just a figure, that is all. 

You feel that the company certainly would be perfectly 
safe if they doubled their rate on tank trucks, but 

we would like to get something closer than that, because 
this Commission has to recommend what the rate should be. 
Well, you would have to take into consideration the 
cost of the equipment, Mr. Frawley, you would have to 
putin to do it. 

Just a little tank, and the same employees could do ab, 
couldn't they? 

I do not know. If you have the employees loading your 
crude oil into tank cars could not take them off 
that to load tank trucks. 

No. Ido not know what the operation is. You should 


know. Would not there be @ certain amount of inter- 
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jon. Naylor. 


changing of employees there, looking after these 
loads, having in mind the very little quantity 
loaded? 

If you get a truck loaded with 25 barrels and you get 
5 cents, you get a dollar and a quarter. And 
su»oposing it takes you an hour and a half to do it. 
Should it take an hour and a half? 

Well, I do not know. It all depends on conditions. 
All right. what is the value of your man's time? 
and then compensation on your requipment. 
This is just a surplus operation, is it not? 

Yes. 

It is just extra? 

Yes, but you have to have a man to do it. 

But not neccessarily a man who is only loading tank 


trucks? 


£2) right; but if the other men on the plantuare: working 


the full time and a tank truck comes in, you have to 
get hin. 

We could, perhaps, go round and round about it. But 
it struck me to double it seemed to be steep? 

Well, you get a dollar and a quarter for loading a 
track Of 25 barrels. 

THE CHATRMAN: ‘The previous witness, who 
has had very wide experience, said while it probably 
would cost esomething more to load tank trucks, if 
you got down to a figure in dollars and cents it would 
be so far into the fractions as to be negligible. 


You are suggesting it should be doubled up. I mean 
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Oe. NOylor. 


these two estimates, whether you call them guesses 

or not, are so far apart that to an inexperienced 
man it is strange. 

Well, as I say, Mr. Chairman, we have never done 
anything of that kind. You would have to find out 
what additional equipment and additional time, and so 
forth, it would take. I figured 24 cents might be 
entirely out of line. I am not suggesting that as 
a positive figure at all. 

MR. FRAWOEY: Very well). Naylor. 

I do not think there is anything more. 

MR. PLOTKINS : Mr. Naylor, as a general 
rule, in your duties you do not concern yourself with 
costs? 

With costs? 

With costs. Yes, I mean in establishing rates and 
determining what establishes that rate, is not that 
done usually by your head office? 

Well, I will tell you, the head of any institution 
necessarily has to look at costs. 

Yes, but you in your duties as manager---- 
Beeb I look at costs. 

Well, you endeavour to the best of your ability and 
through your employees and subordinates to reduce the 
costs yet you are not directly concerned, I mean you 
are not directly concerned with the normal set-up in 
the first instance. That is determined by the head 
office? 

Well, Port Huron is the head office. 


In a case we will take your own pipeline, your company 
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has Naylor, 


ig a subsidiary of the Imperial 0i1? 
Yes. | 
So that the operations originate usually from the 
Imperial Oil. In other words, the crude you would 
move directly or indirectly would be either the 
property or purchased for one of the Standard Oil 
of New Jersey subsidiaries, in the main? 
We are purchasing for the Inperial Oil. 
So that the Imperial 0i1, when it has set up thet pipe- 
line, cancerned itself either directly or through its 
parent company with the profitability or otherwise of 
that operation? 
Yes. : 
so(thateinsthetm in ebl you “reer iled upon 
to do is to operate to the best of your ability at 
the lowest possible cost? 
That is right. 
MR. NOTAN: . It has been suggested to 
me that when you were speaking about loading tank 
trucks you said that, perhaps, there was not a receiving 
or loading tank necessary for that operation if the 
erude were metered. Is that right, Mr. Naylor? 
How is that again? 
In loading tank trucks if you used a pump and meter 
you would not need an auxiliary tank or a receiving 
and loading tank? 
I probably want to qualify that in this way, Mr. Nola@m, 
th t, as I said before, it is not good practice, and it 
is not customary operation to load out of a tank into 


tank trucks while you are loading into tank cars, 
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fe Be Naylor. 


a) 


Yes? 

THE CHAIRMAN: That only involves the 
200 barrel working tank? 

That only involves the 200 barrel tank. 

MR. NOLAN: | The point I was trying to 
make with you, Mr. Naylor, was, do you know whether 
difficulty exists up here in metering this crude oil, 
that it has a wax content? 

No, I do not. 

You told counsel for the Commission that you were not 
famili..r with the cost of this tankage. It seemed to 
me somebody tceld us once during the course of this 
Commission that tanks installed cost $1.00 a barrel? 
They vary, Mr. Nolan. as I say, I am not familiar with 
the present costs. But depending upon the size of the 
tank , they might run anywhere from 50 cents to $2.00 
@ barrel. 

And ie smaller the capacity of the tanks the more 
expensive they become? 

That is correct, the more per barrel. 

What would this meter cost, which you were discussing? 
a good meter would probably cost about $700.00. 

Pr CHAIRMAN: any more questions? 

MR. FRAWLEY: No, that is ali. Thank 
you, Mr. Naylor. 


(At this stage the Hearing was adjourned until 2:00 P. Ml.) 
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2 P. Me. Session 
THE CHALRMAN: Mire Nolan, have you received in- 
structions as to the statement you were t> make? 
MR» NOLAN; On the question of policy, yes, 


I have, and may I give it to you now, Sir. 


THS CHAIRMAN: Please. 
Orn. NOLAN: The polioy I am instructed to 


snunciate is thut it is contemplated to sell crude to 
any bona fide purchaser such surplus of crude as we con~ 
trol and which may not be needed for our own Imperial re~ 
quirements at what we call the average weighted tank prise, 
based on the posted field price and subject to the tran 
sportation, delivery and handling charges and regulations 
fixed for aes pipeline, provided that the purchaser make 
Batisfactory financial arrangements for aaa 

-I am also instructed to say that this 
policy should not be regarded as a hard and fast one, and 
without limit as to time, but as being subject to revision 
te meet conditions as they arise, although at present we 
Bee Hho reason for deviation. Otherwise we would, in our 
opinion, be discriminated against aS being tied to a stated 
policy while other owners or producers of crude remain foot 
loose. 

Now I think that is what the Com- 

mission would have from me, because in the first instance 
t talked about the posted field price, transportation 
charges and handling charges, and the Chairman put it te 
me the other day "Is there any change in that". dell you 
see, Sir, thore is a slight change but it is in connection 
only with the price to be paid in the field, and this state- 
ment of policy says that we are prepared to pay the average 


weighted tank price based on the posted field price. Now 
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that 1s a new element. I underrgtand there was some dis- 
Gussion about it in the Hast and I think both my learned 
friend Mr. Frawley and hir. Gottle are familiar with it. 
There is no difficulty about it at all, and peenacn sh 

Gan explain it to you. The purchasing company or com- 
panies will continue, as in the past, to pay the pro~ 
ducer of oil for the oil at the particular gravity at 
which it is produced. That thing which he produces he 
gets paid for and then the idea is that the pur cha sing 
company or companies will place in common tankage all 
crude produced, and determine the average price by divid- 
ing the number of net barrels for which the pipeline is 
responsible for delivery to Calgary into the foe: noney 
paid for those total barrels covering purchases made each 
month, thus arriving at an average price in the common 
tankage in Turner Valley, and in order to make it clear, 
if I was to be asked to explain it, I have prepared just 


a brief statement which may be of some assistance to the 


Commissioners. 
WRe FPRAWLiY: We might mark it as an exhidit. 
MR. NOLAN: It need not be an exhibit. This 


is to explain what I have been calling, sir, "the 

weighted average price” of the Turner Valley crude. You 
will observe in the left hand corner the gravities, and 
they vary of course as to the oil produced by the producer 
and thon there are the certain number of barrels for which 
the pipeline company is responsible. Now each of those 
gravities, take the first one, the 40 gravity, has a 
certain price per barrel according to the prices which are 
posted, and so for those 40 barrels we would have, rather 
these 99 barrels of 40 gravity, there would be a price of 


@1.14, and we carry out into the final column the total 
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amount for all of those barrels at that price per bar- 
rel, and then, Sir, we add together the total number of 
barrels and divide into the total number of dollars and 
cents represented by the price of those barrels having 
regard to their particular gravity and we get down to 
the bottom, the figure of $3,481.84 divided by 2772 bare 
rels, which gives us the weighted average price of 
Turner Valley crude, and that is what is known as the 
weighted average price. 

Now it is said to me, or my in- 
structions are, that this is a very fair way of doing it, 
and that it is one that should work out,. so when I make 
the statement as to policy I have to begin not with the 
posted field price but with this weighted average price 
of Turner Valley crude. That is the only deviation. 

MRe FRAWLBY:: Yes, but lire Nolan, there is a 
very good reason why your Company has instituted this and 
you might tell that. 

MR. NOLAN: The reason is to get rid of this 
difference in gravity and to bring them all down to a 
conmmion denominator, of a common average in the field, and 
it gets rid of the difficulty that exists by reason of 
the aifference in gravity of the different oils produced. 
WR. FRAWLEY: It was pointed out to me that you 
might be selling to the British American Oil Company and 
taking a loss which would seem to be unwarranted by vir- 
tue of the fact that the gravity had gone down. You had 
probably paid for the oil on the basis of 45 gravity and 
when sci were turning it over to the British American it 
was 42, and you would only be paid for 42, and so this 
scheme was worked out, which ir. LeSueur said was in vegue in 


the Mid-Continent field as being the fair way to spell the 
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oil, keeping always to the same method of purchasing 

at the particular well gravity. 

tike NOLAN: Thet is perfectly clear, that 

the man who produces the oil at the well gets for his 


oil whatever the gravity demands he should gete 


THit CHATEu.A N: I think we will mark this, lr. 
Nolan. 
ike NOLAN: And it is pointed out to me 


under this scheme each refinery will be paying precisely 
the same price and there will be no difference in the 
price paid. 

MAJOR LIPS2TT: Your present posted field price 
is based on 44 gravity, 41-20 is the posted field price. 
wiite FRAWLEY: No, there are 10 posted field 
prices, the posted price is a schedule. 

sine NOLAN: Varying & cents for each dif- 
ference of 1 degree in gravity. 

TH CHA LHAIN: And your statement varies also, 
@oes it not, Mr. Nolan, in that you will, I think, very 
properly change it to say that you will deliver not just 
at the present handling charge, but at the charge that 
may be fixed in respect of handling, whether in the 
whole rate or not, by a body competent to fix it. 

ike NOLAN: Subject to whatever transporta- 


tion, delivery and handling charges and regulations which 


are fixed. 

THi CHATHMAN: Yes. 
MRe NOLAN: That is what you, the Chairman, 
wanted from me. 


TH CHAIREAN: Yes, I think that is it, that makes 


something quite clear that is important. 


uke NOLAL: Now if I may have a moment----=- 
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Tits CHATRwAL: Will you check with lire Cutler 
and make sure of the statement which you have given and 
Which is directly on the record, because it may be im-= 
portant some time. 

wRe NOLAN: Hn we Lia 

TH CHAIRMAN: ure Frawley, you will have Mr. 
Nolan's statement brought to the attention of hr. Harvie. 
MRe FRAWLEY: YeBe 

THU CHAIRMAN: To see if he is authorized or if 
he Gan get it, to make a similar statement. 

MRe FRAWLIY: I will do thate I will ask to 
have a copy run off. 


(STATEMENT PRODUCED BY MR. NOLAN 
MAKKED wS EXHIBIT "252"). 


(Go to number 6860) 
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Gemmell. 
diay Ge GEMMELL, recalled, 
BY MR. FRAWLEY: Mr. Gemmell, yo are 


already sworn. You are the Secretary of the Anglu- 
Canadian Oil Company? 

Yes, and associated companies. 

And you were asked the other day to endeavour to 
ascertain from your records how much loading for 
Saskatchewan the Imperial Oil did for you! in’ 1936, 

or for Manitoba, rather? 

I have a document here, Mr. Frawley, which you can 
use as an Exhibit, showing the tank cars per day, and 
also @ re-cap. 

You have a statement here headed "Anglo-Canadian Oils 
Limited, Brandon, Manitoba, Statement of Cars Loaded 
at Imperial Oil Yards"- thet is, at Calgary, of course? 
Yes. 

During 1938, and starting with the 25rd of May, and 
ending with the 28th of October. I will only look 

at the totals. I find during that whole period 349 
cars were loaded at the Imperial and shipped to your 
refinery at Brandon? 

That is right. 

The total barrels were 68,309.65 barrels. I will 
just run through each month by month. in the month 
of May, well, the period is May eérd to June 14th, 

69 cars, 14,344.97 barrels. The period June 15th to 
June 30th, 11 tank cars, 2, 269260 Nerpelse)\ a ial. 
14 tank cars, 2,832.12 barrels; in August, 121 cars, 
23,723.79 barrels; in September, 94 tank cars, 


18,422.75 barrels, and in October, 40 cars, 7,726.42 
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J. G. Gemmell. 


barrels. Now, that is all that there were. And 
I notice in your recapitulation you put in the 
months of November anda December, 1988, and January, 


1939, but they are blank, both as to barrels and oars. 


A There were no cars shi»vped in those months. 

Q You just completed them to show the period? 

A MERE 

Q There were no cars shinped after October, 1938. 

When did the movement start in 1939? 
A It started in Maroh. 
MR. FRAWLEY: I would file this as 
SOcUxMivL 6, my Lord. 
(DOCUMENT IN CUESTION 
IS NOW MARKED AS EXHIBIT 
too.) 

Q Did you have some figures for 1939? 

A No. mot Tor 1969. 

Q You have not any movement for 1939? 

A Roughly, there were about 18,000 berrels moved last 
months to Brandon, or in March, I should say. 

Q That is all the evidence you were expected to give 
with respect to the pipeline matter, the loadirxg 

matter. There has been a figure put in evidence here 
as to what your estimate is of the amount of crude 
that you might move through these facilities to your 
refinery in Brandon during 1939? 

A That will be a very difficult matter to determine just 
at the present time. But we expect during the month 
of May to move between 25 and 30 thousand barrels 
to Brandon. 

Q About 25 cars, perhaps ? 


A Yell, yes, more than that. The average car, tank car, 
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J. G. Gemmell. 


> Do © 


A 


takes about 192 to 197 barrels. 

Well, make it 2007 

200. 

How many did you say? 

25 to 30 thousand. 

Well, make it 30,000. You might move 150 ears in 
the month of May? 

Roughly, yes. 

That is all. Now, »r. Gemmell, I do not want to 
bring you back, because you are a busy man. The 
Only other thing you had to do for us is to file a 
statement of production costs, that was left unfinished 
when you were here with Mr. Smith the other morning? 
Yes. 

mon Wid justhtidve this as am Exhibit? 


Yes. 
(DCCUSMTN IN QU=STION IS 
NO‘ MARKED EXHIBIT NO. 
V2 Baul) 
Now, why is this sheet on top, the est Flank Oil 
Gompany Limited? 
Yell, we did not have room to put it on that. 
iy really follows on? 
It really follows on. 
Then reading the second sheet first, it says, 
Statement of Costs of Leases and Drilling and Production 
Expenses as of March 31st, 1939, for the Associated 
Companies of Anglo-Canadian Oil Company Limited, ard 
these companies being as shown on the second large 
sheet, Foundation, Monarch, Prairie, Firestone, 


Spy Hill, Sun Dance, Frontier, and Coronation, and then 


following on, it is really a continuation? 
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It is really a continuation. 

West Flank 1, ‘est Flank 2, West Flank 5, and the 
West Flank Oil Company? 

Yes. 

Can you tell us just in a word what these costs work 
out at in cents per berrel? 

“e@ have not arrived at any particular cost per barrel, 
Mr. Frawley, for the reason there are too many un- 
determined factors enter into the cost of determining 
the cost of producing a barrel of oil. In the statement 
Pehave qualified that in recerdto leases, 

Yes, I see. The statement contains a notation which 
indicates the difficulty and impossibility of arriving 
at the precise cost per barrel? 

Yes. 

But the statement contains, nevertheless, all the 
information that your company feels it can usefully 
compile with a view to showing what its drilling and 
production expenses have been? 

feo, oir. 

TO MR. NOLAN: 

I was going to ask you, I did not quite remember, 

but you say you shipped in 1938 part of your pro- 
duction through Okotoks? 

Yes. 

That is not----- ; 

That is not ine luded in these tank cars I have 


submitted in that statement. 


But this year, in 1939, it will be ineluded in what 


* 
. 


OY pe 
be F 


PMLA A tp 


alk tc: 


“es rane we 


hake un 


re ¥ py 2 ; ; 
ae 
nal a P 


fib 3 


fae 


Td 


-6864- 


Jd. G. Gemmell. 


you ship through the pipeline? 
Well, we are no’ shipping direct from Okotoks this 
year at all so far. 


In other words, it is all going to go through the 


eI 
cl 
h- 
63) 


ali going to go through the Imperial. 

Have you taken it into consideration in giving us an 
estimate of what you are going to move this year? 
You mean in regard to the present month? That will 
ei wo tnrough the Imperial yards, or the loading 
platform at the imperial yards. 


Fev sero at would. bo. 25,0007 


Does that includes what went through Okotoks? 

There will be nothing in May of this year going 
through Okotoks. 

It will all go through Calgary? 

It will all go through Calgary. 

Ané the figures you gave us include what went through 


Okotoks last year? 


MR. COMMISSIONER LIPSETT: Mr. Gemmell, there is 

one matter cropped uo with reference to a witness from 
your company a few days ago with reference to whether 
the loading charge should be separate at Calgary, or 
ther it should be ineluded in the general rate. He 
told us that, speaking for himseif, he said the fair 
thine was that it should be additional to the trans- 


portation rate. I wonder if you had any views on that 


as to whether it should be in the all-inclusive rate? 
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We would prefer it to be in the all-inclusive 
rate. | 

You differ from----- 

i diiter fren him, yes. 

Have you any statement or reasons that you ean 
give on that? 

Well, it would save our refining organization 
quite a considerable amount of money at Brandon, 
and looking at it from a selfish point of view, 
naturally we would say the inclusive rate would 
be better for the organization. 

THS CHAIRMAN: Have you any reasons to 
advance why it would be the fair thing to do? 
No, 1 was giving my own opinion and a selfish opinion. 
But from an equitable point of view----- 

That is what we want? | 

I think possibly it should be a charge to the 
consumer. The loading charge should be a charge 

to the consumer. 

MR. COMMISSIONSR LIPSETT: A scparate charge? 

aA separate charge. 

MR. FRAWLEY: The consignee, you mean? 
The consignee, ycs. 

MR. COMMISSIONER ~IPSETT: You make a distinction 
in equity from the complete operation at Turner 


Valley where everything is covered and included in 


the rate? 


Yes. 


You think at the Galgary end there should be 4 


separate loading charge for----- 


For some other organization outside of the pipeline 
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company. Naturally, they . have expenses to take 

care of loading. They have to provide facilities 

for loading. 

Assuming that the facilities are included in the public 
utility, you still think this should be a separate and 
additional charge, do you? 

Well, it would almost seem reasonable there should be 

an additional charge. 

I just thought we had better have your views as well as 
the other witness? 

Of course, as I say, from a selfish point of view we 
would very mich rather have it included. 

MR. PLOTKIN: I notice in the statement 
that you have presented, Mr. Gemmell, that it says here 
"Tess gross royalty", and there is various figures ih: 
that head for each well? 

To which do you refer, Mr. Plotkins? 

It says here on the second shet, there is a deduction 
here for gross reyalty, or "less gross royalty", rather? 
Yes. 

In the case of Foundation the figure is $68,592.44, and 
I notice in all the other wells the figures vary, I 
assume the percentage of gross royalty varies from well 
to well? 

It varies from well to well, yes. 

So do you consider gross royalty as an expense in this 
statement? 

No, it is part of the cost of the lease. 

It is part of the cost of the lease? 


Yes. 


So that we must read, we must add to the cost of the 
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leases, as you heve them on the top line, the-value 
of the gross royalty over and above the Government 
royalty as the cost of the lease? 

Yes. 

So that in the oaiae of one well you might. have 15% 
gross royalty and in the case of another well you 
might have 20%? 

20%, yes. 

Has it occurred to you from the cost of »roduction 
standpoint the fact that the ownership of the interests 
outside of the Government royalty is divided, that 
for practical purposes the cost of producing is not 
affected by who owns the production? 

I just did not quite get you there, Mr. Plotkins. 
We will assume that you have a particular lease, Prairie, 
for instance, and you choose to sell 30% gross royalty 
in order to finance, and the Government gets 10% gross 
royalty ounder the present laws. Now, that would make 
a deduction in this statement of 40% that would, in 
your opinion, be the cost of the lease? 

Yes. 

Now, why is it the cost of the lease. You choose to 
finance your operations through the sale of royalties? 
Yell, it might be determined through the mechanics of 


accountancy. 


But the effect of it is, if you choose to sell it all 


in royalties, it would not all be deductible as an 
expense? 

While we are showing it in that manner it is not shown 
as an expense. But it is an amount whieh, from 


production, we are under agreement to set aside for the 
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part payment of the lease. 

But, Mr. Gemmell, you make a deduction of that gross 
royalty and, therefore, it is reflected in the cost 

of producing a barred. OL iGiat 

No, we show it here to show the net production which 
is available to the company. 

So if you follow this statement of the cost of pro- 
ducing @ barrel of oil, would not that be your major 
cost, the fact you have deducted from your gross 
production the gross royalties? 

I do not quite get you, what do you want to arrive at? 
If you produced 100 barrels of oil at a particular 
well? | 

Yes. 

Because you have committed yourself in order to produce 
that oil to deliver 25 barrels to various owners outside 
of the Government, you then proceed to calculate your 
total cost of operating, including,drilling and so farth, 
but not on the 100 barrels less the 10, which is all 


the Government gets, but on the 100 barrels less the 25? 


Yes. 


(Page 6879 follows.) 
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Q Which means that you try to spread your costs over 75 
instead of over 90? 

A Yes, well of course it will come to the same thing if 
you add that on to the cost of your lease. 

Q Are these leaseg,I am talking now, not from your own 
company's standpoint because that is the usual thing in 
connection with drilling companies, I am talking now from 
the point of view of determing what it costs to produce a 
barrel of o11? | 

A We say it is not possible to determine the cost of produc- 


ing a barrel of oil. 


Q You say it is not possible? 

A Not to determine that cost. 

Q Why? 

PA) Because there are so many unknown facts, you do not know 


how much oil is in below the ground. 
Q True, but you have, before you start to drill that well, 
you have had the services of your difforent departments 


to advise you as to what the chances were of getting oil 


and how much? 


A No, not how muche 

Q Not how much? 

A No. 

e) You have not tried in the oase of your company to determine 
what the chances were of an average? 

A No, I do not think you can, lL do not think any person can 


determine that, not even the production engineers today 
can determine what oil is in below the ground even after 
the well is producing, at least they cannot arrive all at 
the same conclusion. 

MR. PLOTKINS: jell we will have to leave that for 


later on, that is all, thanks. 
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MRe HARVIE: ate Chairman, if I might inter- 
rupt, I understand it is your wish that I supply you 
with a statement along the same lines as Mr. Nolan. 
TH CHAIRMAN: Yes. 
MRs HARVIL: I have pact got tne statements 
completed, the reason being that Mr. Gaby was enroute 
Vest at the time and there has been a little delay but 
i think IT can have it before we olose and if E can he 
excused I will proceed to get that. 
THs CHA IRMAN: Very goode You appreciate now the 
variation in the statement now made by Mr. Nolan? 


MRe HARVIL: I can when I study it. 


SAMULL COULTIS, having been re+ 
called, examined by lire Frawley said: 
Mre Coultis, we find that we would like to have and per- 
haps it is almost essential that we have, the cost, the 
capital cost, at least, first involved in the tankage 
which, according to the evidence, will be necessary to 
maintain and operate for the purposes of loading into tank 
ears and tank trucks and so that you may know what the 
evidence has been in that respect may I say that the wit- 
nesses seem to be agreed that there should be capacity 
storage for six, for seven days, for a week's movement 
and that the last piece of evidence we have in that re- 
spect was that the maximum week's storage, the maximum 
week's movement to independents by way of tank cars was 
14,418 barrels and Mr. Naylor this morning put it to ‘us 
that the practical erection would be 10, 2-10,000 barrel 


tanks to look after the tank car movement and a small 


working tank of about 200 or 250 barrels? 


\ 
\ 
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Yese 
Now assume with me that that is the storage, storiuge of 
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A Bet up as a gting tankage? 

Q Yes? 

A Ready to run? 

a Yes? 

a I would lump the whole thing in at »l.00 a barrel. 
Bo we have now a capital cost of 420,200, $20,250? 
Yes. 
For tankage? 
Yes. 
And that is upon an estimate by you of 41.00 a barrel? 
Yes. 
Now to be clear about that, we did get from Mr. Plotkins 
the other day some much lower figures, did we not? 

A Yes. 

Q &£nd that was on what basis? 

A On an assumption that you could pick up secondhand 
tankage which I am not assuming. 

Q You are making no such assumption but you are telling 


us what you would have to pay if you were requested to go 
out today and to erect that storage without any particular 
delay? 

A Yes, if I were asked to erect that storage by my company 
I would expect to expend that much money by the time IL 


had it a going-concern, sire 


MR. PLOTKINS: Mr. Frawley, I didn't have in mind 


a 10,000 barrel tank. I said storage of 80,000. 

Q MRe FRAWLEY: Now then of course can you give me 
any idea about the cost of operating that storage as dise 
tinct, maintenance and operation of the storage, as dis- 


tinct from the loading racks and loading facilities? 
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Just to operate the storage tenks? 

Yes? 

J@ll it would be a rough guess here, sir, it would mean 
maintenance and the heating, the heating would be the: 
greatest I would assume in the Winter, plus your gaug- 
ing. 

Yes, and you would say---~ 

Well ET prefer not to hazard a rough guess. If hr. ijoore 
is coming on the stand I am sure he would be prepared to 
give you a better figure than I can. 

For the same sort of work? | 

Yes. 

The same operation and maintenance of storage tanks? 
Yes. 


As separate from loading racks? 
Yese 

You think he could do that? 

Z believe he could. 

IL think then that is all you can help us on at the moment. 
Mre Coultis, if we were interested in 50,000 barrels of 
storage, would your dollar per barrel still apply? 

It would be slightly under thate 

It would be slightly under that? 


Yese 


Would you care to give us, the figure which you gave us 

in Exhibit "240", 3-40,000 barrels riveted steel tanks for 
erude oil with all the appurtenances, was $120,000, that 
48 on the basis of yl-00 a barrel? 

That is on the basis of yl-00 a barrel, it is very close 


in there, it depends on the price of steel at the time you 
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order your tanks. 

That is for 3-40's? 

Yea. 

Now then I notice that immediately under that in Exhibit 
"240" you have given an estimate on 3-20,000 barrels 
riveted steel tanks with the same appurtenances, $75,000? 
Yes, that is assuming that the valves and fire equipment 
and fire walls and foundations would very closely total 
the same amount of money for all the fittings and would 
run relatively higher per barrel than it would on larger 
tankBe. 

I am not clear, for the $20,200 which you have just given 
us, you say a dollar i@ enough? 

Yes. 

Is that the same kind of installation which you have in 
mind in Exhibit "240" for the 3=40's and the 3-20's? 

The same construction of tanks, it would be a strong 
tank. 

Yes? 


On this loading, on these samaller tanks I would use 


lighter steel. 
I see, that is why you bring the price down? 


YeB~e. 


It is still a dollar for the 3-40's? 


Yes. 

But it ia £1.25 for the 3~20's? 

YeBe 

In your ixhibit "240"? 

Yes, assuming that that is the same type of steel and 


the same weight of steel in the two tanks, the two 


types of tanks you have there. 
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Q Yes, that is right? 


4 4nd the fittings and the fire equipment would be the 
Same in both types of tanks in that instance. 
Q But then you are giving us a calculation today for a 


Slightly difference sort of tank? 

A A light tank, yes. 
TO LiR. NOLAN: 

a I want to ask you, iir. Goultis, when you say your tank 
is ready to run, a going-concern? 

4 Yes. 
You mean it has the necessary fire walls? 

A Yes, the necessary fire equipment for using foam; that 
means foam chambers attached to the tank and all foam 
lines connected together with vents and snubbers, draw- 


off lines and charging lines, or a charging line. 


Q Would it have tho necessary valves? 

A Yes, overything necessary to operate. 

Q And the steam coils? 

4 Yes, the steam coils, field connections and pipes. 

Q TIT did not understand what you said to lir. Frawley, you 
said a 40,000 barrel tank mentioned in sxhibit "240" 
should cost ready to run a 41.00 a barrel? 

A If built of heavy riveted eonstruction. 


Q That the 2-20's if built with heavy riveted construction 
would cost $1.25 a barrel? 


Yes 


According to Exhibit "240"? 


Yes o 
Then are you putting the lighter steel into these 10,000 


barrel tanks we ave speaking of today? 
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Why? 
Because they are e smaller tank and probably will not 
be there asp lone as your large tanks; I am assuming 
that they would not, it would not be necessary to dis- 
mantle them probably and rebuild them. 
One more question, is it possible to meter crude oil as 
we get it here in Turner Valley? 
I do not think so, sir, with any degree of accuracy. 
Why not? 
Because you would give a small measurement; in other 
words I do not think you would deliver a full barrel. 
There ig something in the oil which prevents acouracy of 
measurement? 
Yes, I have quotations from two of the large meter com- 
panies in the United States, the Dashler and the Brody; 
theiy agents were quite willing to take an order but in 
placing it before their engineers in the factory they 
both turned the order down, that is on a four-inch, 1,000 


pound working meter. 


And how much does a four-inch, 1,000 pound working meter 
cost? 

On the meter he quoted me, F. 0. Be Los Angeles, $1900; 
$2700 Vancouver and to go with that there are the dis- 
trainers, air shenbens aot automatic devices, which runs 
it up toa little over ydg00 F. O. B. Calgary. 

Laid down here at Calgary’? 


Yes, that is without installation. 


MAJOR LIPSETT: Did they give that for the reason 


of turning it down, Mre Coultis, that it would not be ac- 


curate? 
May I read a paragraph from his own letter? 


Yes? 
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"Dear lir. Coultis: I have just received an air mail 
letter from our head office regretting that they 
would not recommend our high pressure meter under 
the sulphur and paraffin conditions that I sent down 
to them and which you kindly provided me with". 
I thought you might like to have that on the recora? 
Yes, thank you. They both turned it down. 
WRe FRAWLEY: Now we are waiting to see what 
evidence iir. Moore can give us and ijr. Plotkins tells me 
there is a witness coming along the same line. 
MR. PLOTZINS: Jt am ina position to give accur- 
ate quotations on tankage but I do not quarrel with lir. 
Coultis' figures this afternoon, as to the quotations on 
the tanks, 
Mikes . FRAWLEY; Are they similar to the evidence 
of Mre Coultis? 
Re PLOTKINS: If you take into consideration the 
fire walls and equipment and valves and everything else, 


and labour, 2+10,000 barrel tanks, the price is about 


right. 
THE CHAIRMAN: So we need not worry about that. 
ice BRAWLEY: No, se we only have ir. iioore who 


ip endeavouring to obtain some data and coming up to 
amplify his Exhibit "244" for us and to also give us some 


information with respect to the cost of operating the 


Btorage. 

THE CHAIRMAN: That will then finish the pipeline? 
MR. FRAWLEY: That will then finish the pipeline 
evidence. 


TH2 CHA Inhis N: The Commission is of the opinion 
that they would like the benefit of any eéubmissions that 


eounsel may wish to make about this before entering upon 
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our report. when would it be converient to put fore 
ward those submissions, gentlemen? 
iakie NOLAN: I understand we are expecting 
to hear from iir. isoore at any moment and if we cannot 
get him today he will have to go on tomorrow morning. 
Mito FRAWLEY: It would seem to be either at 
half nast ten tomorrow morning or this afternoon. As 
suming we finish today, now I am merely thinking about 
the Commission, if we begin in the morning we would take 
all of the morning and perhaps I do not think, no, per- 
haps it would only be the morning, let us say no more 
than the morning and then that might give the Commission 
part of the day at least that they might have for then- 
selves, if the Commission intends to adjourn to consider 
ive Lurtcher’ report. 
TH: CHAIRMAN: we stressed the benefit to us of 
argument by counsel. «Je find it of great advantage to 
hear counsel as they themselves consider what they have to 
submit and we ure in your hands. we feel that we would 
rather go on in the morning if you do not feel that you 
will need further time to consider your submissions and 
weighing what you have to say before saying it. If 80 we 
would rather go on in the morning. If on the other hand 
you say to us that you feel you want more time to consider 


"Ere we speak" we will hear you at 2 o'clock. Now we are 


entirely in your hands- 
Mre FRAWLEY: I was just going to Bay, tre Chair— 
man, that the cther alternative woul«c be to begin at 2 


o'elock and then shat would destrcy the day so far as it 


being of any use +o the Cbmmission for its own deliber- 


ation S- 
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THE CHATRUAN: You can discuss it amongst 
yourselves and before we finish with Mir. lioore you 
Gan let us know what you desire. Je will adjourn 


now until Mr. woore comes. 


(A short adjournment was here taken). 


(Go to number 6879) 
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MR. HARVIL: Mr. Chairman, you have asked 
for a statement of policy of the British American Oil 
Company in regard to the sale uf any surplus crude that 
it might have, not required for its own requirements. 

I have had the advantage of reading the statement made by 
Mr. Nolan, and I am authorized to say that thet policy 
Suggested by the Imperial would be agreeable to the B.f., 

in all details with the one exception, and that exception 

is necessary, I think, Mr. Chairman, in view of the possibi- 
lity suggested in a remark of your own which I may read 

from the transcript. "And your statement varies also,does 
my Ob, Sir. Nolen, in’ thet you wilh,” DPothink, very properly 
Ghange it to say that you will deliver not just at the 
present handling charge, but at the charge that may be fixed 
in respect of handling, whether in the whole rate or not, 

by a body competent to fix it." 

My comment is, tnat as we will be paying the whole navel 
whatever it is, to the pipe line company, if we are required 
to sell we will need an additional loading charge. Otherwise 

we would be put at a decided disadvantage. I think that iis 
just enother reason why there should be a separate loading 
rate so that te will be all on a simil:r basis. Have I made 
myself clear on thet point‘ 

TH’ CHAIR? al: Yes. 

eh TA RVTR : The situation is this, if there 

was one rate, we will say, established to load into tank cars, 
which would be the same rate as delivering into refinery tanks, tc 
the Royalite, we would have already paid on any oil ve have 

in storage for our refineries to the Royalite a loading 

charge, inclusive in the one rate. If we are required to 


take that ovt of storage and sell to a third party, we would 
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have an additional loading charge which we should be 
recompensed for. 

TH? CHAIRMAN: “@ understand your state- 
ment, Mr. Harvie. 

ee pGOuLal GlObJiLiPedt Tas Mr. Harvie, you make one 
exception from the statement that Mr. liolan made, and I 
am just wondering whether there is any real exception in 
it; and I was going to put it to you in alternate Vays. 
In the first instance, on the assumption that there is 

a transportation rate plus a loading charge,in that event 
the Imperial would get the loading charge that is fixed 


and you would get the loading charge in exactly the same 


wayt 

Me. HARVIS: Yes. 

Mie COMMIS IOPLe LIPCSTr: Th: t would be satisfactory? 
Mo -HARVIA: Yes. | | 
Mie CONMIGO .ION  LIPsit Ts And the other alternative, 


if the loading cherge were ineluded in the general rate 
then that would be done by the pipe line utility for you 
or for the Imperial would it not’ I mean to say the 
Imperial would give an order to the pipe line company te 


load a tank car. 


Mae HARVia: Of. .course.i.ido not knows... 
MasnOOMe SulOlsk LLiPostl a. dust a-minute. You in the 


same way would give an order to load a tank car. It 
would cost you nothing. But possibly you have another 
difficulty in mind thst you could not do that. You would 
have to get the crude oil to your refinury first? 
MR .HARVIG: dxactlye 
M:2. COMZISSICINS? LIPSaTt: Is thet accurate, or could you 


not say to the pipe Line utility to lozd a tank cer for you 
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for Saskatchewan or elsewhere? 

Mii -HaRVIui: i think the mechanics would 

be that we would be loading from our own storsge in our own 
refinery. It may be only in that way we will know what 
Surplus we haves at all. There may be a situation arise 

where we got an order for a shipment to Saskatchewan to an 
independent refinery, and if there was an all-inclusive rate 
that we would adopt the suggestion you made thet we would 

load through the facilities supplied by the pipe line company. 
It would complicate matters considerably as we contemplate 


all our purchases would be delivered to us at our refinery 


site. 
MR. COM:!ISSIONER LIPSETT: In any event, 
Ma .HARVIe? In any event, and I suppose 


the sane situ: tion will arise with the Imperial. 

TH: CHAIKITAN: If a separate terminal handling 
rate is recommended then your statement is that of iiv.Wolan's? 
MR -HAKVIs: Yes. 

MR. COMMISSION“R LIPSsTT: Is there any real difference 
between the position of the two companies? 

WR.HARVIL: I cannot say until I know what 
the Board's order is going to bee If they adopt something 
along the suggestion of the Imperial, that the Imperial be 
paid a 2 cent rate for loading, it would be one situation. 

If the Royalite Oil Company owned all the facilities to load 
right into tank cars or trucks, there would be another 
situation. But I think our position is maybe quite elear 

as long as we are not put at a disadvantage. If we get 
treated the same as any other person we would be agreeable. 
Mi. COMMISSION: LIPSETT: The two alternatives I was 


contemplating at the moment,and the only two, were one, 
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that there would be a separate loading ch rge added on 

to the rate which would apply to the Imperial, to you 

and to any cther refinery thst got delivery, and the 

socond alternative is that in all cases where you wanted 
delivery into tank cars, that that would be a part of the 
inclusive rate end in that event you would still have to 
bring the oil to your refinery or you would just give an 
order to the transportation company to load the car for 

you and ship so much to your refinery and put so much in 
tank cars; 

WR. HARVI=: I would have to know what 

the orders of the Board were. It could be worked out, 

1 think. I think oux whole position is premised on: the 
fact it will be oil from our own refinery Ve have dn con 
templation to sell, and not some oil that some other 
person else has nominated for Lv the Ces 

fea COMMIS DIONGR: DIPSET: I can guite see you do not 
want to be put in the position 2 cents or some other amount 
worse than the Imperial. Is that the only thing you 

heave in mind? 

Lik. HARVIsL: Yes, so long as it is a com- 
petitive position and if we are required to sell we would 
get the same as any other refinery selling oil. 

M2.NOLAN: There is one thing not very 
Glear to me and thet is where, under arrangements, there is 
something in addition to the rate for theses loading charges 
and these other refineries would also be loading tank oars 


and tank trucks for their independent purchasers. 


FRv Ley: Yes. You contemplate that 
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there will very likely be that kind of business. 


Mt, NOLAL: For them too? 
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Mi. TRAWLZY: Yes. In other wrds they 
Will be jobbing and shipping oil in tank cars. 

WR. NOLAN: I was wondering at what 

rate they will be doing that, at the rate fixed for that 
service by this Commission? 

Pits PRAG Li we I presume the rate having 
eeon.tixed, th t.would fix it would’ it not? I would think 
that would fix the maximum. 

TH: CHsl RIAN: They would not get as much 
business if they went higher. If they went lower it would 
be always your privilege to meet them. 

it « NOLAN: And, of course, they would be 
public utilities. 

Dee PRI WLUY: I am not certain of thst at 


the moment, 


MR.-LOLAN: Ian. If the Imperial assets 
are. 
he RA ay: I am not seeking to keep them 


from being so, but I wonder if the Statute means that. 

MR. NOLAL: That is a point that has to 
be thought about by the other refinories. 

TH CHAIRMAl: I do not know that I under- 
stand the difficulty, ifr. Nolan. 

MR. NOLAN: My friend, Mr.Frawley, is urging 
upon the Commission that under the language used in the 
present Pipe Line Reguletion Act, anybody who has anything 
to do with the handling or storing or delivering of oil is 
a@ public utility. 

THY CHAT AN: ell I do not know what Mr. 


Frewley's submission may be. 


Mee ee Tay: To help Ms. Wholan make the 
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point at the moment, if it is helpful to him, I am certainly 
submitting that the Imperial Oil loading racks now are as 
much a public utility under Chapter 4 of 1939, as is the 
Royalite trunk pipe line. 

WR. NOLAN: And I simply ask then what 
about the loading racks of everybody else who is performing 


the same service? 


Tm. FRAWVLAY: It may very well be that they 


ees puUbLic’ Utilities but I hadnotethought, of 12%. 

Ms. NOLAN: Possibly it is not my business, 
but I mention it to the Commission because it is a matter 
we will have to think about. 

Mae PRAILEY 3 There is something to think 
about, because the definition of pipe line is a very wide 
one. It may be when Mr. Harvie gets his services Line - he 
has it now - into his refinery and then goes into the 
Peetness of loading, puts in loading racks and loads for 
the Humboldt efining Company in Saskatchswan say, then 

he then is as much a public utility as lir. Nolan. It 
hight very well be. 

Me. HARVIG: “ith this distinction, we 

are really not in the sale of erude oil businesse That 

4s not our business. If, in order to meet a situation we 
are requested by the Commission to make a statement of our 
policy of selling oil to third parties, our policy is 

that ve will sell it on those terms, any surplus. 

Wm. FRA Lséy: .e@ are not talking about 

sale at the moment. If you would direct your mind to the 
service or the facilities, that is all. 

Mit. H. RGIL: That is ifwe sSe€ilwe have 


to give trent service and have the facilities. I think the 
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section referred to by Mr.?frawley is to one continunus 
pipe line system that sells oil to any independent pur- 


chaser in the field, and he can take delivery. 


Pee 4 Ys And any parts thereof, it 
seys. 
oe NOLAN: That is, perhaps, for 


to-morrow? 

THs CHAIRMAN: So far as that goes, yes, 
it might be dealt with to-moerrnw. It is a question as 
to whether or not sitting in our present capacities we 
are concerned to interpret that Statute. Perhaps we are. 
But I would say that is for to-morrow. It is quite 

clear your companies have not been designated by name in 
the Sct, Mr. Nolan? 

BY. NOLAT No, but it does say that 
those performing special services as defined by the Act 
shall by reason of the Sct become a public utility. 
Nothing remains to be done after it coms under that 
definition. 

THs CHALRMAN: I would think there is no 
doubt that it would cover your clients. ‘hether it covers 
anybody else's or not I have not considered. If it has 
a bearing we will be very glad to hear about it. 


We. FRAILGY: O11, ir. Moore is here. 


(Go to Page 6886). 
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CLARENCE M. MOORE, having been 
recalled, examined by Mr. Frawley, said: 
Mr. Moore, you are still under oath? 
Yes. 
We have had evidence as to what storage should be 
provided at the end of this pipeline to provide 
facilities for making deliveries into tank cars and 
tank trucks and we have had pretty well an agreement 
among the witnesses that it should require about 
20,200 barrels, that is to provide service to the tank 
cars, 2-10,000 barrel tanks, and to provide services 
for the tank trucks, one additional small working 
storage tank of about 200 barrels, and we have that 
evidence then, this evidence by Mr. Coultis, that he 
would say that the all-inclusive cost to erect that 
storage would be about $1.00 a barrel; now, we have 
to go on from that and we would like to get from you, 
if you would, please, some evidence as to the probable 
cost of operating the storage,first the storage alone, 
the probable cost of operating the storage, and then 
I want to ask you something about these two Exhibits 
of yours, Exhibits "244" and "245"? 
I would estimate, and this is purely an estimate because 
I have had no time to get the figures together, that 
say 20,000 barrel storage would cost you approximately 
$3500.00 a year for utility. 
$3500.00 a year for the service utilities necessary 
to maintain and operate those tanks? 


Yes. 


Now, then, something else, for maintenance to the 


tank property? 
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M. Moore. 


I would think that outside of, you might have a 

small maintenance charge on top of that for peinting 
and rehabilitation. 

How much more, about, would you say? 

Che. dees then, $l.,000500,.0n two 10's, ta that i+? 

Pwo 10's and a small 200? 

Yes. 

Yould $500.00 more do it? 

About $800.00. 

Now, anything else to be allocated solely to the 
question of operating and maintaining the storage, 
that would Look after that, would it? 

That would look after everything, but, that is in in 
Mr. Coultis', I might add if,in Mr. Coultis’ estimate, 
there was anything for the pumping. 

For the pumping? 

The pumping facilities. 

Now, we go now to the loading operations, but this is 
exclusive now of operations? 

All right. 

Then we go at once to the cost of operating this much 
storage, having in mind now, this much storage, and no 
more, and operating, we will heve to give you some 
operating figures though----- 

THE CHAIRMAN: What is the $3500.00 for? 
You might have some scheme for heating, repairs to 
your heater coils, etc-, those figures are purely an 
estimate, but they ere pased on some past experience. 
Repairs to your heater coils would come under your 
maintenance, would it mt? 

The maintenance I was speaking of was paint jobs, 


you ean call part of that $3500.00 your maintenance 
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Moore. 


charges, Sir. 

$4300.00 is everything then? 

Yes. 

THE CHAIRMAN: It would také .34300.00 
a year to maintain a $30,000.00 plant? 

I don't know whether you have ever had a bare tank 
standing out at 40 below with steam coils blowing on 


it and see how much steam it will consume in a day. 


THE CHAIRMAN: Is that not an operating 
cost? 
MR. FRAWLEY: Yes, it-ls parviom hue 


general operating cost, but if we have it here we have 
not got it anywhere else. 

THE CHATRMAN: I understood you were just 
going to that. 

MR. FRAWLEY: Going to some more, there 
will be no more expenses? 

Except the pumping. 

MR. NOLAN: There will not be any more 
operating costs except in respect of facilities? 

No. 

MAJOR LIPSETT : Does that include the 


steam, everything except the pump? 


THE CHAIRMAN: Everything but pumping? 
Yes. 
MR. FRAWIBY: Now, let us be clear---- 


Just a minute, Mr. Frawley, let me make a correction, 
and this is still estimates, but I have got two figures 
eonfused here, Sir. JI would like to correct that utility 


figure, and will you take this, Mr. Cottle, to anproximately 
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G ~ M. Moore. 


x F.S> - 2 


$1500.00 instead of $3500.00. TI have eot two 
different sized sborage mixed up in my mind here. 
411 right? 

Then the rest of it can stand. 

How about the maintenance? 

We will let that stand. 

Now, let me understand thet , Wwe have not got into 
the locding racks? 

No. 

Or trackage? 

No. 

Or pumps and lines? 

No. 

Ve just have the operation.of the storage standing 
alone? 

That is right. 

Now, then, I yant to go back, we will go back to 
Exhibit "244"? 

Will you let me have Exhibit "244", Mr. Frawley? 
(Exhibit handed to the witness.) 

Thank you. 

Now, I understand that either you, Mr. Moore, or Mr. 
Nolan, will make a statement as to these three items 
of"loading racks, $8600.00, trackage, $5,224.68; 
pumps and lines, $31,000.00". 

-R. NOLAN: I have enquired, Sir, 
because the other day there se med to be some uncertainty 
as to how the investment was arrived at in both of 


these Exhibits, Exhibit "244" and Zxhibit wo45' and 
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M. Moore. 


my instruetions are that the value of the investment 
in Exhibits "244" and "245" ig on the replacement 
basis, bat Gsing secondhand materials where available, 
that was what I was told in answer to that question. 
MR. FRAWLEY : Mr. Moore, you will observe 
that the depreciation, assuming now, accepting now what 
Mr. Nolan says as to the manner in which Exhibit W244" . 
the $8600.00 has been arrived at, you will observe 

that the depreciation charge of $3,986,85 is there for 
just the observed depreciation, I take it, the wear 

and tear? 

I would say it was set on the rates that are calculated 
at the side of the column there, Sir. 


It is the annual depreciation, that $3,986.85? 


I would say so, that would be my reading of that figure. 


Based on the rate of 73%, 74% and 10%? 

Yes. 

Right? 

Yes. 

Now, it is suggested I should . sk you whether or not 
these depreciation rates should be based upon any 
different basis or are they on any different basis than 
the pipeline system itself? : 
I cannot answer that, Sir, I did not see the rates, and 
I am not familiar with the rates that are set on the 
pipeline itself. 

Now, Mr. Moore, the direct costs on Exhibit "244", 
totalling $37,846.41, I will ask you, we asked you about 
those the other day and 1 think in the end you told us 


that those were costs which had been prepared in part 
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Moore. 


here by you and sent to Toronto, but that the complete 
list is really a Toronto figure, is thet correct? 

Yes. 

and it is based upon a loading of 8,090 barrels per 
day? 

Correct. 

Or how many cars, about 40 cars a day? 

Well, 36 to 40. 

26 to 40 cars? 

Depending on the size of the cars you use. 

And that is what you list for your own account at 
Regina, the British American account at Moose Jaw----- 
Those are our loadings for crude for the year 1938, 

I don't care who they were loaded for, and it just 
happens to approximate 8,000 barrels a day for 365 days. 
Then you have, the same Exhibit shows the costs of, 

a less cost when you ere working on @ basis of loading 
5,000 barrels a day? 

The direct cost was figured approximately in comparison 
with the 8,000. 

That $23,654.01 is simply a figure which bears a 
relation to----- 

5/8 of the 337,846.41. 

Correct. 

The fixed charges being the game in both cases. 

You simply gave us 5,000 as another figure for 

the Commission? 

No, I just simply showed you it didn't cost much more 
under some set-ups to load, it costs no more per barrel 
for 5,000 under some set-ups than it might for 8,000, 
Mr. Frawley; that would be & figure which would not 


hold under some set-ups which couid be made, which wuld 
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be practically legitimate. 

Q All right, Mr - Meore, I am going to out a hypothetical 
question to you, supposing you were operating in 
connection with this, well, in connection with the 
loading racks, 50,000 barrels of storage, 50 or 60 
thousand barrels of storage, can you tell me what the 
utility expense per annum and operating expense per 
annum of that would be? 

A mem sorry, Sir, but Ihave not got that fisure; the 
‘one I handed you for the 20,000 was surely an estimate. 

Q ¥es, all right. Now, Mr. Moore, if I give you the 
figure which is actual, what we have to concern ourselves 
with here on the evidence, namely, the movement of about 
1400 barrels a day, which you said to us this morning 
was, through Mr. Goultis, was a peak day, a heavy day 


in 1938 for independents, that is correct, is it? 


A No, 5429 barrels is the peak day. 

g 5429 barrels? 

A Yes. 

Q Is that for everybody? 

A The peak day for independents was the question which was 


asked me over the telephone, Mr. Frawley. 


THE CHAIRMAN: We had 1400? 
A I think you have got the peak week. 
MR. NOLAN: I gave you the peak week 


and now Mr. Moore is giving us the peak day. 
Q MR. FRALEY: You gave us the other day, 
Mr. Moore, 7 cars a day as being, as I thought, the 


heavy day of movement to independents? 


rs 


No, the average day. 
Q The average day? 


A Yes. 
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C. M. Moore, 


Q 


Can you tell me, using Exhibit "244", can you give 
me any comparable figure for wh.t it would cost 

to load it, what you loaded out last year to 
independents, we will take this year as being the 
same as last, you cannot give me that? 

I am sorry, I cannot give you that. 

You would load out, you said, 14,418 barrels in the 


peak week for independents, is that what I understood? 


Yes. 
Correct, and that is about 60 ears, using 240, again 
using 2407 


Yes, that is about 68 cars. 


Well, now, are you able to give us, and you tell me you 


are not able to give me any operating costs on the 
same set-up as Exhibit "240", and what it would cost 
ten oad it, at thet rate? 

No, because, as you see, from the peak day and the peak 
week and some of the minimum weeks, it would be rather 
difficult to determine what you are going to use in 
the way of labour, for instance, Mr. Frawley; I might 
call your attention to 5429 barrels in one day, we 
didn't do very much for ourselves, for instance, when 
we had that much to go. 

About 23 cars? 

That would be one complete set on a 24 car rack. 

THE CHAIRMAN: any more questions? 

MR. NOLAN: ; I was going to ask Mr. 
Moore, withaut going too far into this thing, the cost 
of operating the storage, you show $1500.00 for 
service utilities, $800.00 for painting and repairs, 


is thre anything included there for the gauger in the 
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Operation of this storage, or igs a gauger required 

to operate the storage? 

Oh, ves, a gauger would be required, and he would be, 

in our estimate for loading. 

He would be in? 

On this "244" Exhibit, Sir. 

Now, one more figure we have before us to-day, Mr. 
Gemmell of the Anglo-Canadian Company, he said that 

his expectation was that in May, 1939, they would ship through 

our facilities for tank car loadings 25 to 30 thousam 

barrels in the month of May, of this coming year? 

This year. 

This year. Now, does that give you any reason to 

believe that your peak week will be greater than in 
1938? 

It could be, well, Sir, because they had no business 

of that calibre Jast year. 

Do we know from the evidence which is already in what 
was the calibre of their business last year, is it on 
Exhibit "242", this Exhibit "242", does that show what 
their business was last year? 

Yes, it does, last year, their business last year was 
10,257 barrels for the month of May, a total for the 
year of 74,111 barrels. 

What was the number of that Exhibit? 

"242", 
The point is simply this, and we are all interested in 
it, are we going to have enough storage in two tanks 

to take care of our requirements for loading independents 
by tank cars in 1939; now, Mr. Gemmell was here a few 


minutes ago, and you follow me, do you, and said that 
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in May, 1939, their expectation was that they 

would load into tank cars through our facilities 

25 to 50 thousard barrels? 

Or two and a half to three times as much as a year ago. 
What does that do to the peak week? 

Well, it might increase the figures very considerably. 
Well, then, does that have any effect on the storage 
required? 

I would say so, it would. 

Because this storage of two 20's is arrived, at by 
taking your peak week of 14,418 barrels and adding 
20% to it, and 700 barrels, they take 14,418 barrels 
as the peak week, they ad@ 20%, they get a total of 
17,240, and they add 700 barrels for truck loading to 
that, and then a bit over for good measure, and bring 
Pe Tap bo.20,000:, Foursee? 

Yes. 

Well, have you anything to say as to whether or not 
that is going to be enough in 1989, having regard to 
what Mr. Gemmell said? 

Well, tne only thing I can say is that if every other 
customer would increase their estimates as much as Mr. 
Gemme1] has over their takings at the same time last 
year, that this storage would not be adequate. 

Did you tell us what you thought the storage should be, 
the other day, my memory is, I think you said 60,000? 
I suggestcod at least three tanks of terminal storage 
of 25,000 each. 

Have you any reason to change your views? 

Not a bit. 


MR. FRAWLEY: To cover how big a movement, 


Mr. Moore? 
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Terminal storage, let that pipeline operate evenly 


‘and efficiently, Mr. Frawley. 


But without getting into that particular controversy, 
and giving some leeway for what Mr. Gemmell is going 
to do this year as against what he did last year, or 
was that present in your mind? 

It was also present in my mind, not only the loading 
of tank cars but also for even the pipeline operation, 
so that there would be no necessity of shutting down. 


MR. NOLAN: My note of it, Mr. Chairman, 


is that the witness said 60,000 barrels if only for 


loading tank cars and tank trucks, and he suggested an 
additional 60,000 to look after emergencies for the 
refineries, are those the figures you gave the other day? 
Yes, I still think that the pipeline has to have a 
safety-valve. 

How much safety should they have? 

I said 120,000 last week, Mr. Nolans 

But so far as tank trucks and tank cars are concerned, 
you said 60,000 last week? 

Yes, and I do not see how a pipeline can take care of 
this business and terminal storage without having at 
least three tanks, just for the sake of being able to 


change from one to the other, Mr. Frawley, without 


shutting off the service. 
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valve 


MR. FRAWLEY: Now as to tht there is a 
controversy Re ee a 8 and we will have to do the best 
we can with it. Mr. Naylor and Mr. Hull seem to have 
different opinions about it. Be that as it may, and 
limiting yourself to what is required to make delivery 
into tank trucks and tank cars, how much storage do you 
think more than the figure I have suggested to you of 
20,200, that indeed we got from lir. Naylor, how much more 
than that do you think there should be in your opinion? 
Well you should have at least three tanks. 
Treat is as to the number of tanks. But the barrellage? 

B® CHAIRMAN: Mr. Naylor had three. 
Moe TRA Ys Yes, two tens and a small 
250 barrel tank? 
Well I am going to dispute my friend at that -point,then, 
because tht third tank is for one service only. 
Yes, tank trucks? 
It would be absolutely useless to the pipeline us a safety 
or for tank car loading. Therefore, I would suggest there 
would be three tanks at least in the service for tank 
cars, and the small tank, one will do very nicely for loading 
tank trucks. In fact we had no more consideration than for 
one in our-.figure, Mr. Frawley. | 
Three of what barrellage? 
I would say for an estimate that we should expect to improve, 
at least I think everyone else here hopes it will improve, 
and I would say there should be at least three 20-s for the 
tank car loading, and for the tank truck and storage in the 
small loading tanke 
Let us sec precisely where that takes us. You would want three 


tanks totalling 60,000 barrels to load out a peak of 14,418 
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barrels per week. 

You take last year's peak, Mr. Frewley. But we have one 
customer that has just got through admitting that they 
expect to do two and a half times more business. 

Let me please correct you. You are only talking about 
your business with independents? . 

Absolutely. 

ALL right. 

But we have, according to the statement...» 

Mr. Cottle wants it clear please, Mr. Moore, Regina is not 
in the galculations at all, your own company at Regina? 
You said independents. I have been living with that word 
a long time. 

All right. 

Now if we have other customers thit increase to the extent 
that Anglo-Canadian estimate they will, then what figure 
would yeu think that might run above 14,400. You have 
that about 40,000. 

You say the 14,000 will become 40,000? 

Yes. 

Where is al] this erude oil going to go? 

Darned if I know. That is the first I heard about this 
25,000 to 30,000 of the Anglo-Canadian. 

Well just look at the market. You know what the market 
for Western Canada is, if there is anybody knows it? You 
should know it. “hat is our all the year average for 
Western Canada? 


I have been wondering sinee noon where Steveville is going 


to go to. 
30,000 a month you are referring to the Anglo-Canadian 


figure of 30,000? 
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A aeaeorrom 10,700. That will be approximately three times 
your 14,400. 

a] Where is that oil going to go, I ask you agein? 

A I haven't figured that out. 


MR. NOLAN! Perhaps it will go to the. 
Admiralty. 
MP. FRAWLEY: It certainly is something 


beyond Jestern Ganada when we get into that sized storage? 

A The only thing is you asked me a question, lr. Frawley, 
and I have endeavoured to answer it and I am taking only 
the best evidence that I know there is, that there is going 
to be a great deal of increase this year over last year. 

q You now say it should be 60,000 barrels to look after the 
business for 1939... w&s against that we have the definite 
fact that the 1938 peak was 14,418 barrels a week? 

A Yes. We also know that at least two customers have increased 

4 their shipments this year over last year quite considerably, 
Mr. Frawley. One of them being the Consumers! Co-Op, at 
Regina and the other being the statement of Mr.Genmell 
as to what the Anglo-~Canedian is going to take. 

Gj I want to be just as optimistic as anybody. I for one am 
not going to cry dcwn Turner Valley. Let us have all the 
production out of Turner Valley we can. But let us be 
reasonable in submitting these figures to the Commission as 
to what this storageshould be. You say there should be 
2),000. "le have the fact that the most business you Can 


point to for independents last year was 14,418 barrels in 


a week, 
THE CHAIRMAN: Any questi ons? 
Ma. NOLAN: Wo, thank you. 


THY CuAIRMAN: Mr Plotkins’? 
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C. M. Moore. 
K. J, Morrison. 
MR. PLOTIZINS: No sir. 
KsNN&TH J. }ORRISON, reoalled:- 
4 By slike HR RALSY : When you were presenting 


the Sunset Oil Company's case you said you would prepare 
@ statement, you would extend the statement on up to 
date? 

A Up to the 3lst of March, 1939, which I have done. 

C You now produce a statement built up-in the same fashion 
as the exhibit you have already filed? 

A Mento "211". 

q Does it go back to the beginning? 

4 Yes, it goes back to the beginning. 

a So it really can replace the othr exhibit‘ 

n It supersedes this exhibit by bringing it up to the 3lst 
of March instead of the Slst of October. 
THE CHATRMAM: Mark this as sxhibit a 


STATSMINT Il .UBSTION IS NOW 
MAKKaD oXHIBIT "211a". 


THE CHALRMaN: Have you come to any con- 
Glusions as to when you yish to address us? 

Me. FRALEY: Mer. Chairman, I think we are 

all agreed we will begin at 2 o'clock. 

MR. NOLAN: Ve are all agreed that the 
arguments will not be lengthy, too. They will finish comfort- 
ably in the afternoon. 


TH CHAIRMAN: Do you concur in that, Mr Plotkins? 


Mi. PLOTKINS: YeSe 


(At this stage the Hearing was adjourned until 4 P.M., May 


10th, 1959). 


ahete 6 6.618 0) 6 O46 Oo Oo: e'O © 8 6 


yal ho 
ae tals mf 
oe ee ceeeeeente 
ey it hy 


Mi 


Toy 


ma. 
Hh HIM ve 


pA aN o 
‘ a i vi i uh Man ci 
ns \ ey a ayy 


estes” oY " Ve *yine” hea sc sip 


oe atic: oviees’ a ist tie: a so | - : 
Healer) gy. cutee eel cats : ached ee 
Sholt® voustive 


¢ 


youuu Pee 
ca ae page ext 0 os roe 

Ee al dor ipa ae paigectite, ih ll andi. . : 
-eatnna to Bh 28 


tlie , 


a’ 


maa & Ed fees aie erie reat i Late 


i ‘lV AF 
U ii ™ Ai 


“105 UNE. Od. axoo i : ovat 


iy Vek iy PAY 


of8 Ow ditar FT efi sted Po 
y pala 
secant & ts tye 


sity fans pootgs ite et we i ' mn? 15 pre 
Pay ‘Wy aM yp Wt Le alee p ain 


sieatnot estar: Lilw itt on stds big 
| ee) 


his Pe ae ce Rue 
Be tasetd cM ats ot acpneo COR a ey ae 
«set, iy HN 


vas ewth 1 3 sloen: bes ce cc le ean yet ll asad : 


8,09 08 oe ee om Ee aad 
Hee re ee ee se ied ae ® = 


ALBERTA LEGISLATURE LIBRARY 


| i | iN | pe Provinre of Alberta 


| —SSS= 


Nt 


IN THE MATTER OF THE PUBLIC 
INQUIRIES ACT 
—and— | 
IN THE MATTER OF a Commission, dated the 
_ 12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


Commissioners: 
The Honourable MR. JUSTICE McGILLIVRAY 
(Chairman) 
—and— 


L. R. LIPSETT, ESQ. 


ee TEES 


Session: 


CALGARY, Alberta AY 10th, 1939 


VOLUME 


Bo UES 21s Sd Mh eh anne net RN 


2B P. lie Sewsion - 6901 «+ 


May 10th, 1929. 
ARGUMENT 


THE CHAIXMAN: All right gentlemen. 

Like FRAWLEY: Mr. Chairman, I assume that the 
Commission will only want to hear me once and in that 
case either my learned friend iir. Nolan or ijr.e Plotkins 
might begin. 

THE CHAIRNAN:! All right: We have left it up 

to the present time for you gentlemén to decide in what 
order you will proceed. Do you wish to go on, Mr. Nolan, 


or iire Plotkins? 


Nk. NOLAN: I am willing te go on if that is 
agreeable. 

ihe PLOTKINS: It is agreeable to me. 

MR. NOLAN: Before cpening the argument, sir, 


there was a point whick has occurred to me and which I 

fe ve discussed with the Imperial Oil officials in Toronto 
and it is a point upon which no cirect evidence has been 
led during the latter days of this inquiry. It ia in 
respect of the propriety of renting from the Imperial that 
atorage which might be required ky the pipeline company 
for loading either tank trucks or tank cars. The situation 
is this, we have down there now, as the Commission knows, 
£-80's and 1-40, which are at presently in use, as adjacent 
to the operation of this pipeline company and leased or 
rented from the Imperial Oil Company. wWe have had a lot of 
evidence as to what it would cost to create new tankage 
facilities for the Royalite O11 Company but very little 
sbout the propriety of renting from the Imperial some 


storage for this particular purpose, the storage which IL 


4 
have mentioned» we have available down there for the use 


of the Royalite Oil Company not any 20,000 barrel tanks but 
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we have 2440;000 barvel tanks, which would be available 
and we would be prepared to Kent those to the Royalite 
Oil Company at an annual rental of $14,000 a year. That 
Of course would include eiobvts utile as light, heat and 
maintenance and the ground rental and all those things 
which are now being contributed to the rent which is being 
Gharged at $35,000 a year and it occurred to us that if 
this suggestion were made it was something that the Com- 
mission would want to consider rather than put the Royalite 
in the position of having to duplicete what is presently 
in existence and available on the grouni. I do not know 
whether the British 4merican Oil Company has any 20,000 
tarrel tanks; unfortunately we have not and the figure we 
have been using in the evidence is 20,000 barrel tanks but 
as -T say there are 2-40's down there and we would be pre~ 
pared te rent them under an arrangement of that kind. 

Now, sir, in respect of the evidence 
which has been adduced throughout the last few days, I 
take it that E am expested to direct my attention to that 
evidence and to the points which emerge from it. Those 
points for the most part are to be found in the memorandum 
winich has been presented to us by the Commission; not that 
we are in any sense to adhere too closely to it nor did the 
evidence adhere too closely to it but if I can be of any 
assistance to this Commission at all today it seemed to me 
that my duty was, and I have attempted to look at the evidence 
which has been given on pipeline facilities, to bring to 
your attention what in my humble opinion are the high- 
lights of that evidence so that the Commissioners may be in 
a position to weigh what has been said both by the officials 


of the company and by the experts who have been called. 
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Now dealing first with the question 
of terminal storage itself; ir. Goultis came bofore the 
Commission and he gave us his estimate of what would be re=- 
quired for terminal storage. He did that on two bases and 
they are to bé found in uxhibit "240". TI shall fram tine 
to time, sir, refer to pages because if you éver fina it 
either necessary ox useful to refer to the argument verhaps 
the page number of the beok would help too. However; this 
Exhibit "240" is an exhibit which iir. Coultis presented and 
as I say he said that on an 8,000 or a 1,000 barrel per day 
operation there wouid be certain storage required; on the 
8,000 barrels per day loading into tank cars, and that is 
all I am tulking about at the moment, he said it would re 
quire 3-40's or 120,000 barrels of storage for operating at 
these terminal storage facilities for lotding only into 
taok cars and tank tricks, and as he put it, some storage 
to take care of an emergency or working storage; there is 
a discussion with Mr. Coultis on those points in Volume 53 
of the evidence at pages 646ce to 6464. He assumes of 
course,* and qite properly so,- that the refiner would do 
his own shipping and that under the arrangement which will 
be brought into existence whereby the refineries are served 
directly, there is more atorage now in use than will then be 
required. He made that answer to a question put to him by 
the Chairman of this Commissione ie have now 2-80's and 
1-40, he said that is more than we need if each refiner took 
his oil to his own refinery-e 

Then on the 1,000 barrel per day load- 
ing tank cars and tank trucks he eestimated that there would 


be rewired g-20's, or a total of 60,000 barrels. 
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Lirs Moore, who gave evidence in 
volume 54, beginning at the point I am mentioning, at 
page 6565, mage some reference to what he calls "the peak 
and low periods" of an operation of this kind and he Bays 
at page 6565, 

"Looking at the pipeline in the position Het it is 
in with its peaks and low periods, that that pipe 
line would have no chance of being efficient and 
properly doing its work if the storage was cut be- 
low 120,000 barrels at least; now to make that 
quite clear as to why I based that statement, any- 
thing can cut off a certain amount of these ship- 
ments, through floods or wrecks or fires, the pos- 
sibility of something happening in Ualgary at the 
plant that are using it also have some risk attached 
and when you recell that last summer your peaks went 
up to around 29,000 barrels, then sir, that pipeline 
would not have very many days to work on if the 
storage was curtailed shartly amd lost barrelage 
Gamnot be recovered maybe in the month that it should 
be recovered in". 

mre Lioore then goes on to say that 
his estimates, which are to be found at pages 6574 and 
6575, do not of course include any Imperial shipments to 
its refinery at Regina. He gives it as his estimate that 
there would be reqtred 60,000 barrels of storage for load~ 
ing tank cars and tank trucks and that there Bhould be an 
additional 60,000 for emergency. His opinion was that 
there should be three tanks, one charging and two dis~ 
charging. Now whem we are discussing the question of 
peaks and lows and the uncertainty of what the future may 


hola for this pipeline throughput, it is. interesting to refer 
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the evidence of ir. Gaumell of the boglo-Canadian 

Company at page 6861 in Volume 56 where ir. Gemmell's 
attentinn was directed by the learned Counsel for the 
Commission to what would be the estimate he woald put. upon 


their probable requirements in the month Of May, 19389 
and in answer to that question mr. Gemmell said that 
there would be required in his opinion, his estimate of 
the amount of crude which aight be moved through these 
facilities to the refinery at Brandon of the Anglo- 
Canadian in the month of isay, 1939 would be 25,000 to 
50,000 barrels. ‘je know from the evidence which has been 
put in through Mr. Moore that the amount of crude moved 
by this company to its Brandon refinery in May 1938 was 
10,257 barrels and, as Mr. hioore said in his evidence, it 
would indicate that there would be an increase in the 
amount moved by the Anglo-CGanadian in tay of this year by 
2% to 3 times, if his estimate of 25,000 to 30,000 is a 
reliable one. 

So far as the cost of constructing 
tankte@e of this kind, the evidence of ir. Coultis is to 
the effect that it costs about »1.00 per barrel if the 
tanks are set up in a sucha nanncr that they can be im- 
mediately operated. The expression he used was "as a going~ 
concern it would cost about §1.00 per barrel". His evidence 
on that point is at page 6871 and Mr hioore at 6888 said 
that the cost of operat ing the storage he would estiaate at 
$15,000 for the service utilities and an additional 4800 
for painting and repairs. Some discussion took place as to 
the amount of dependable or usable storage in these tunks. 


lire woore said tat you take 5 feet off the 40 feet of the 


tank itself because of some storage both at the top and at 


the bottom which eannot be used. lir. Hull, who came for 
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the British smerican Company, at page 6731 said that 

there was abou’ 80% of the tanks which could be des= 

cribed as "dependable capacity" or "usable Gapacity"” and 
lir. Naylor at page 6797 agreed with the figure of 80% 
usable capacity referred to by Mr. Hulls Now that da 

only one side of the picture. THe other side is the 
evidence of Mr. Hull of the British american Company and 
the evidence off lire Naylor who came here from the T:-nsit 
and Storage Company of Port Huron. Neither of ee two 
gentlemen saw any necessity for any terminal storage so far 
as this pipeline was concerned, apart altogether from load« 
ing tank trucks and tank cars. ‘Well with great respect to 
the ability of both of them, with great respect to the wide 
experience of Mr. Hull and to the experience of Mr. Naylor 
in matters of this kind, I think it should be borne in mind 
by the Commission and I respectfully submit that neitler of 


these two gentlemen have in fact operated a pipeline in this 
country. They are not familiar with the conditions which 
confront this isclated line operated under the severe 

weather conditions in the Province of Alberta and it may well 
ve that tho Commission would rather take the opinion of im. 
Coultis and Mr. Moore as to whether or not terminal storage 
is required beyond that used for tank oarse After all, Mr. 
Goultis! opinion should be worth something to the Commission. 
He is a man who has appeared here ilany times as a witness. 

He has given his evidence in a manner which, in my submission, 
should commend itself to the Commissione He has not been 

He has been, I submit, a reason- 


extravagant in his ideas. 


able man in the expression of his views and perhaps after all 


the people who have operated this pipeline, who know what the 


peaks and the low points are, who know woat tle weather con- 
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ditions are, give evidence which is perhaps more to be 
consider-ed than the evidence of . gentlemen who come 
from afar and who give their expert opinion about matters 
about which they have had no practicalexperience but I an 
confronted with the position of having rd Hull &nd Lis 
Naylor on the one hand saying that they do not see that 

t he pipeline company requires terminal storage and on the 
other hand Mr. Coultis and Mr. ijoore whose evidence is to 
the effect that it does. If the Commission wants tc look 
at the evidence of Mr. Hull on that point, it is in Volume 
55 at page 6702; the evidence of lir. Naylor on the same 
point is in Volume 56 at page 6792. 

Now turning my attention to the 
question of loading tank cars, Mr. Hull at page 6705 gave 
as his opinion that there would be required at least 2 tmaks 
of a combined capacity of approximately one week's maximum 
shipment by tank car or tank truck. 

The evidence on that point is agreed 
to by the witness vr. Naylor in Volume 56 at page 6793 ama 
Mr. Moore gave us the figure of what would be the maxinun 
week's shipment and the figure is 14,418 barrels. Thea a 
discussion arose with wr. Hull in respect of the propriety 
of the pipeline companies owning what we call here "terminal 
facilities". Thats discussion is at Volume 55 at pages 0708. 
Mr. Hull told tho Commission that there were very few pipe- 
lines in the United States of America who owned or controlled 
any terminal facilities for loading tank cars or tank trucks. 
He said in effect that it was more economical to arrange wth 
someone else owning such terminal loading facilities to do 
that work and the evidence of both Mre Hull and iir. Naylor 
e 6796 is that the customary rate in the United Statos 


at pag 


for performing a service of that kind was 2% cents per barrel. 
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There is evidence also that there 

is 2 loss in loading tank cars. iir- Moore at page 6552 

of Volume 54 says that, based 6n his experience in the 

past, mathematically computed there was a volumetria loss 
amounting to .4848 cr slightly less than 1/2 of 1% and I 
take it from what I remember of the evidence that there is 

no disagreement between any of the witnesses as to the 

fact that there is a loss in loading tank cars and that there 
is necessarily a greater loss in loading trucks because 

every additional operation it would seem from the evidence 
we have heard, brings about an additional loss of same kind. 

Now turning to the question of tank 

truek loading, lire. Hull gave us a great deal of information 
on that point. His evidence in the first instanee is to be 
found in Volume 55 at 6710. iir. Hull says that there is 
very little truck loading in the United States except where 

@® producer loads trucks from the lease tanks. By that he 
means the tank that is on the oil lease itself. He said 
that at page 6736 and again at 60749 that it was a more ex- 
pensive operation than loading tamk cars. He said that at 

24 cents there is no money in it and that the losses are 

cs reater because of the nature of the physical operation it- 
self. He said at 6749 that he would not Gare to guess how 
much more it might cost. It is a matter how often the 
trucks come ine «At 6752 he said it might be considerably 
more costly and that tank truck loading is an accommodation. 
It was not profitable to his company which he operated in 
the States but that they did it as a matter of convenience 
and that usually it was more economical to work out sone 
arrangement between the pipeline and the refinery to do 
that work. Mr. Naylor at 6794 agrees that it is not cus- 
tomary for pipelines in the United states to load into tank 
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trucks and gave as his opihion at page 6797 that it woula 
cost from é to 2g cents more than tahk dar loading: That 
Btatement is to be quaedifiod by what sir. Naylor said at 
page 6852 because in amswer to the Chairman at that point 
in the evidence he said that he was not suggesting that as 
@ positive figure that you had to fina out, as he put it, 
Wiat additional equipment and what additional time was 
necessary. 

Now so far as these two kinds of 
loading are concerned, tank car and tank truck, there seems 
to be no disagreement between the witnesses for the most 
part at least that both of these costs or charges should be 
out of the rate itself and not included in it but when we 
hear a witness like Nr. Hull saying that in his experience 
it is more economical and more practical to do this work by 
having an arrangement made with some refinery,I commend 
to your sofsitderation again if I may the offer which has 
been made by the Hoyalite %il Company to do this work under 
the terms which FE outlined to the Commission. 

THE CGHs IRWAN: You mean the Imperial. 

Re NOLAN: The Imperial, I beg your pardon, at 
pages 6514 to 6526 where a discussion on that point took 
place, and it may well be that the Commission will come to 
the conclusion that rather than have difficulties s4rise as 
to who or who may not be a public utility within the def 
inition contained in the pipeline Regulation ,sct of the 
last session of this Province, that it may be a way out and 


a practical, economical solution of these difficulties to 


permit the Imperial Oil Company to make such an offer as 


they made to the .oyalite Oil Company to do this work for 


the figures which have been mentioned in the offer which was 
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set forth am it is not to be forgotten, I submit, that 
it is possible for the Imperial Oil to make an offer of 
that character because of the peculiar gircumstances — 
under which they operate their refinery, in other words, 
we know that they have the facilities there now to do 
this work and when I say thet I am not forgetting that 
there has to be some re-arrangenent or adjustment for 
truck loading if that is to be carried out, but so far as 


the tank car loading is concerned the facilities are there 


now to ado the job. 


(Go to number 6911) 
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Not only have they got those facilities but their own 
movement of the oil is in the relation of 5 times, it 

is 5 times as great as the movement would be for the 
independents. It is because of that volume of movenent, 
and it is because of the fact thet the utilities are 
there now, that in our submission there is to be found in 
the offer of the Imperiel an economical and practical 
way of handling the loading which is required at the 
ferminal of this pipe line. 

I said something yesterday about whether or not 
anyone who performs this sexvice might become a public 
utility. I do not suppose that any of us will be invited 
by this Commission to argue. as to what interpretstion 
this Commission should place upon thet Act, and that 
the Commission will, in all probability, say to us that 
the interpretation is for another forum, and thet the 
duty of the Commission is simply to make such recommen- 
dation as it sees fit, and then it is for the Legisl<ture 
to bring within the act, and bring within the definition 


in the Act, such of those utilities, such of those assets, 


such of those facilities as in the opinion of the Commission 


should be included in the Legislation itself. But a 
point does arise, and I mention it te the Commission 
because if anyone is going to perform these services of 
loading tank cars and tank trucks, and if the definition 
contained in the Act is wide enough to embrace such an 
aperation, it follows thst anyone who loeds tank ers and 
tenk trucks is going to find itself within the operation 
eof the Act. Ang that applies to the British American 

and thet applies equelly to iir. rlotkins, unless, of 


course, there may be some recommendation brought down by 
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the Commission that in the event of making this tank 

car and tank truck loading something that had to be done 
either by the Royalite alone or in conjunction with the 
Imperial, that these other companies would be prohibited 
from performing this service. It will be interesting to 


find out as this argument proceeds whether or not the 


British American Company and lér. Plotkins intend to perform 


Such a service, or whether it is their intention that all 
tank car loading and all tank truck loading takes place 
down on the Hast. Calgnry Imperial Oil Kefinery site. As 
a matter of fact the Imperial Company does not want to 
load tank trucks if they can avoid it. Wwe have not got 
the facilities there to do it. ‘We do not want to have 

to cohstruct them. ‘ve made an offer to the Royalite as 

@ matter of service, and it might very well be, and my 
information is that the British, American Gompany has these 
facilities. If it has it may be able to do it for less 
than we oan do it for, and perhaps there may be some 
arrangement made for loading tank trucks with the British 
American Company whereby they could do it for a lesser 
figure than we are able to do it, in view of the fact we 
have not now got in existence the facilities for loading 
of this: kind. 

Then there was something said on the questtion of 
branch lines or connecting lines. There is not a great 
difference of opinion so far as the.evidence is concerned 
on those points. Dealing first with the construction of. 
these service lines. Mr. Hull says at Page 6738 that 
there are no regulations in the United Stetes compelling 
these connections at the Pipe Line Company's expense. st 


Page 6714, in Volume 55, he goes into a little detail about 
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whet arrangements are made down there under circumstsnoes 


of that kind. He says... 


TH CHAIRM! Y: hei paget 
se TODAN: Page 6714, in Volume 55. He 
S&YS:- 


"There is half a dozen veays it ean be done. us 

I mentioned a little while ago the shipper or 

the carrier would determine about how much oil 
would be koved to justify the pipe line company 
to ineur the investment. Then if the refiner 

hes no way of guaranteeing thet tonnage would 
move, and the pipe line company is not sitisfied 
that the refiner is going to move the oil, or oan 
move it, the pipe line company will then either 
require the refiner to guarantee in some way that 
they would pay for the line in the event that 
they moved only a small quantity of oil, or not 
enough oil to justify it, or they might require 
the refiner to build a line himself ana agree 

to purchase it, either purchsse it on months or 
years in instalments. In that wey the pipe line 
company would guarantee itself sufficient tonnage 


to varrant the investment in the delivery facilities." 


Mr. Waylor, at Pa,e 6804 says that it is left as a matter 
of agreement between the parties, and th.t it depends, 

as Mr. Hull would also say to us, upon the volume that 

is to be transported and upon the financial responsibility 
of the shipper. Mr. Hull went furthsr and said that so 
far as future connections were concerned they should be 


taken into mnsideration in estimating the investment of 
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the pipe line company, if it was felt that there were 
future connectiohs to be made in addition to those which 
are actually and presently in existence. So far as the 
operation of these service lines are concerned, I think 
that there is no difference of opinion at all. Mr. Hull 
at Page 6715 said that the general practice is for the 
pipe line company to be responsible for the orude oil until 
it is delivered into the consignee's tanks. Then again 
he said at Page 6723, tht the minimum delivery of 3000 
barrels to a refiner is reasonable, with which Hir. Naylor 
agreed at Page 6808, Mr. Hull says that even if the 
Tefiner is handling 200 or 300 barrels per day, 3000 
barrels as a delivery is not too much of a requirement to 
be enforced and placed upon hin. 

Now these are the mein points I think that have 
been discussed since the Commission resumed its work. 
I have only this to add, Sir, that I commend to you again 
as @ practical and economical way of getting out of a 
difficulty which may arise, that the offer of the Imperial 
Oil is a Reapena aie one and under the circumstances 
might vell be teken into considezation and accepted by 
the Commission. The breakdown of the figures which are 
contained in that offer...... 
THs CHAIRMAES Whet difficulty do you have 


in mind that you say we might get out of? 
Wm. NOLAN: I was thinking of the confusion 


which might exist as to who is to be a public utility and 
who comes within the operation or the Act. 

THe CHAIRiiall: Whoever elss may be; whatever 
the Act may say?’ 

Mic NOLAN: Yes. 
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THE CHAIRMAN: It was certainly the 
recommendation of this body that both of your clients 

bet 

M. «NOLAN: Guitée 80, and the Interim 
Report so says in no uncertain manner. 

THs CHAIRMAN: I express’ no opinion as 

to how far the Legislature has carried thet out, or who 
@lse they may have included. But there is not any matter 
of doubt that th:t was the recommendstion. 

MR. NOLAN: None whatever, Sir. 

THE CHATRMAN: It being the view of this 
body that there were certain functions that a ‘Common 
Carrier had to perform, and that the division of labour 
did not justify the exclusion of one of those who performed 
one of the functions that the Board, the regulatory body 
must have its finger on the operation aS a whole. And a 
measure of control over it and over each and all of those 
Who perform it, tht operation. Now thst was our view. 

If there is any question of the Legisleture having carried 
that out, thst, of course, is another matter. 

Le. NOLAN: And that perhaps this is not 
the place to discuss it. I am quite certain of whet this 
Gomnission intended to say in its Interim Report, but I am 
going further and saying....- 

THe CHAIRMAL: These proposals are one thing, 
You have said. the Imperial is prepared to do this but you 
have not said that it is to be implied that the Royalite 
is willing to accept the Imperial's prnpocal. 

MR. NOLAN: Yes, they are willing. 

TH! CHATHs4NE Tht is all very well, but 
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for consideration at the moment by this body. I mention 
it now so that you may direct your submissions to t tie 

that the Imperial be excluded as a public utility. Now 

Ll would suppose that if the time ever came tht every 
Single utility or asset which had to do with the operation 
of a Gommon Carrier in the carriage of oil, which in our 


view includes delivery to the consignees as well as t+» 


receiving? 
Ma. NOLSN: Yes. 
THE CHAIRMAN: And transportation. I would 


Suppose if that time came that each-and all of the assets 
essential to the total operation were in the hands of the . 
Royalite, there would be no desire to perpetuate the position 
of the Imperial as a public utility. But until thet time 


comes in the view of this body it is and will be so treated. 


“hh. NOLAN: Yes. | SUG course, eins te.. 
TH: CHATRMUN: Or rath r should be so treated. 
Ma. NOLAN: I can quite appreciate any 


recommendetion eof this Commission insofsr as the Imperial 
Oil Company is concerned is not because it is the Imperial 
Oil but because of the facilities which happen to be where 
they happen to be. 

THS CHAIRMAN, The two gompanies happen to 
divide the labour which we think is peculiar to the duties 


of a Conrion Carrier,public duties. 


Me. NOLAN: That is true. 

THE CHAIRMAN: Ve may be wrong but thet is 
our view. 

MM... NOLAN : ‘fe have these facilities 


situated as they are now, four-fifths of their use being 


devoted to the private use of the company which owns and 
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constructed them, and there is going to be a very serious 
question arise as to the severance of these assets, on 
the one hand into a public utility - if thet be done - 
and on the other hand what shall remain in the pnssible 
ownership or control of the private corporation itself. 
What I am saying to the Commission is, that rather than 
get into any difficulty of that kind on the question of 
severance, rather than expose other people who are per- 
forming a like service incidental to pipe line oper:tions, 
if you like, to being made or deemed to be included in 
the public utility clause of that 4ct, it would perhaps 
be the better way to permit the Royalite Oil Company to 
perform this service, because as far as the evidence is 
concerned we can do it cheaper than anybody else. 

THE CHAIRMA! : Of course at the moment 

it is difficult to see wherein it is more involved in 
connection with this terminal service than it is in 
connection with all of those so-called indirect assets 

of which we heard so much, and for so very long, the 
blacksmith shop, the place where they fix cars, the 
pumping station, the steam plant down in the Valley. 

It is all tied up and it just so happens that two 
Gempanies are mixed up in it too. Now we are dealing 

at the moment with one phase of the activities of both 
companies, and say in respect of th t activity that when 
you are unmixed then it is time to talk about there being 
but one utility. But evenas you. do the mixing, and quite 
properly so, so must you do the unwrapping, and if and 
when that time comes to pass a new situation is created. 
But it is not one that we are presently confronted with 


as we see it, Mr. Nolan. I make these observations only 


' 
° : Sy hed 7 : 3 Sead 
cS tf oo 7 te al G- 33 roo WE © 
ry rxea Ps arhing? Se. 
~ , so a 
: ne * ce, € 
= wen bobs is f rl 
ya ey “b> ss ae » F Bo 
$48) a ees a sh ARE ne ‘oth 


tol sawn ada aa “hell ‘s ‘ath édonaie mre ot 
oie i * i +f Ls ie ‘if pail a ay , tad, ati 0° ‘Tottnos: sia 


it <eivek Fa yee ee Sore aoe, edt ot er 
any Phe sen ald whe wi > ae y 4 ee “yeaa tii vine 
| iy -wigned aero Rome et? Shey 
bier  gatt eake o te an Rhian apres oy pate 


es 


* EMRIs am eee et irsF ay ot oe i 
. 5 i tis Roe el ait | ‘Sipin aap to. eb ani Git ed. oF 4 Laced . 


erway ee Me sit wine ohiui 
¥ ha ba ctl eats hbase ws ee 
eae Weare Pay Veale atk ae ets Feeney yas OMe ae 
ee a Ween” 0 /Bnunsied : eae di : 


ie. abt ran 


pos ¥ at) aad? i Cpe tf ‘66° ad ‘aif ‘i 


hae Lovano am er pied’ SBB: of ‘$n 
ae a Seayae8, TMitanbe ‘adit ave ei 


Or ee 


yaa BRE BB hOSowee “dealt Yo Lis. Hake | a ay 


7 ae EMAAR eT Lure MA RoE . 
? ak ace oe H6% ah out 0a ‘piel? 


+ 


ECM SMRTE oh sled kag RRO RY 
Sa BED vane ren So ld iad goin 
she asin 


wh cee : * ff . 

Lie ett ar’ ciel wnat peote eds" ay 
ped swie 2 “il epee eal o8 * rést et be id *eene' ite 
LS Stay Ge wel NO PE an Sok ad ibe 


eo ee *¢° iby bit’ eit. he Caeunede Bite. ho fae vin tise 


fet ler sae Voie |e de Go teatens ae er oti | 


tA Ao cae es tone 3 si 

i eG Of Yee » tad ‘eee omit. a a aod aiviene 
SC Sn SE A MT ee 8 ois J 
phir bas. are ee ot say’ We née fe 206 ar 


Orca «i nbd rs 23.0 aa ob ahi: 
a9 


Sy See 
a) ound j bf s einy bg: smal 


baie ot. 


Se 48 


hi 
Tine og 
on a 


e 


-6918- 


that you can speak to them now. 

Mi. -NOLAN: But I may remind the Con- 
mission that these assets which we call utility assets and 
are used in part by the pipe line department, are assets 
owned by the Royalite Oil Company and used in the various 
departments of th:t Company. But when we dissuss the 
assets of the ‘mperial Oil Limited we are discussing the 
assets which are completely outside of the Royalite Oil 
Oompany and outside of any of its departments. And my 
Porn is this, if the aim and object..... 

TH: CHAIR aN: There is an inter-mixing 
within the company on the one hand and the other is an 
inter-mixing betveen companies? 

Ti.. NOLAN: The:e is thet distinotion. 
What this Commission is striving to do as I understand its 
aim and objeat, is to get for the people who use this 

pipe line the best and cheapest servise possible commen- 
@urate with e proper return on the investment for the people 
who operate that line. 

TH CHAIRMAN: And it is proper to add, whether 
we be right or wrong, a proper meesure of control in the 
future. 

MR. NOLAN: Yes. But if the price or the 


offer of the Royalite Oil Gompany as to the amount of 
money, commends itself to the Commission aS a rv: sonably 
fair and che-p proposition - let me put it in those ordinary 
words, a cheap, proposition - why then does ther; remain any 
necessity for this control, besause thepeople are getting 


as good if not better service than they would get if there 


was Gontrol put upon those assets by reason of the jurisdiction 
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of the Utility Board. Because it does not always follow 
that because facilities are placed under the control and 
operation of a Utility Board that the service to the 
consumer is going to be sheqpor than it might be done by 

a private corporation. Besause we take into consideration 
many many things. The control is there, I agree. That 

Ls the essence of public utility law, that there shall be 
a body who shall say "You shall charge so much and no 
more.” That is’ the 6nd all and “ne all. 

TH: CHAIRMAN: And something more, as to 
how you shall do it to preclude discrimination; to do it 
ina manner tht is efficient and that will best serve 

the public. Something more than just the price. 

M2. NOLAN: ALL Yignt, Bit. 

THil CHAIRMAN: As I appreciate the adminis- 
trative law, 

M:?. NOLAN: Forgetting for the moment 

the question of price. On the evidence no one has ever 
Suggested and no ane can suggest that we do not perform 
the service in connection with this pipe line efficiently 
and well from the point at which we take the producers’ 
Oil to the point where we deliver it into tank ears, 

under our present arrangement in wast Calgary. sco 2 

submit so far as efficiency of operation is concerned, 

no one can say as it no exists under the control and 
ownership as now exists, there is any lack of efficiency: 
Or to put it another way, that it would be any more 
efficient if it were under the operation and control 

of a company in tum controlled by the Public Utility Board. 


Then so far as discrimination is concerned. ‘hat 
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ground is there for supposing there will be any? Against 
whom might it be levellcod? ie have agreed to sell to 
these independents and we propose, if permitted, to carry 
on thet service. Is it to be suggested we are not going 
to serve some one of them in view of the statement which 
I came before this Cokmissi on and made solemnly here, 

and which is on the records of the Commission? So that I 
submit, Sir, so far as efficiency and discrimination are 
concerned, there is no charge to be levelled against what 
we ae nov! doing and what we would continue to do if we 
were permitted to do it as a private corporation. After 
all if the public wants efficiency of service and wants 
to be treated equally and impartially, we are prepared 

to do that as we are doing it now. Wo one comes forward 
and complains. There is no ground of complaint as to 

our efficiency or that we discriminate one as between 

the other. Neither is there any ground for complaint 
that these prices which we offer are priees which are 

in excess of what that particular operation would justify. 
Wevorfer to do this. for 2 conteay With an gddi tioned half 
of 1% for losses. The evidence of My. Hull and ir. 
Naylor iS... 

Mie PRAVLGY: Plus storage. 

ie. NOLAN: That it is customary in 

the United States to perform that service fer 2% cents. 
And when we turn to tank trucks, and I say 7% cents. 

Mr. Naylor has, in his own words, expressed it as a 
tshot™ and said 5 cents. He put 2% cents on ton of the 
2% cents and said 5 cents. These gentlemen do not know 
how much it costs to perform that operation. They do not 


perform it. ‘e do, and we come before this Commission 
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with a breakdown of the cost of loading these tank 
trucks, and are prepared to do it for that amount of 
money if permitted to do it under those circumstances, 
or we are quite willing that the tank truck loading be 
taken over by the British American Oil Company, if they 
have facilities with which to do it, and if the price 
which they should quote should be less than ours. But 
it is important from my point of view to know whether 
the recommendation of this Commission is going to permit 
everybody to ao tank car and tank track loading. -In 
other words, are we to make any expenditures at our 
terminal, either by way of terminal storage or by the 
erection of additional tank truck loading facilities 

if other people are going to be permitted to enjoy 

part of thst business. There might be many of the 
independents who would much prefer to buy their oil 
from Mr. Plotkins or from the British American Company. 
Are they to come in on that? Because if they are it 
makes it a very questionable matter as to whether the 
recommendation of this Commission should Le that the 
amount of money should be expended to increase truck 
loading facilities, to get these tanks in operation 

and set up if the business is not to come to us.. That 
is one of the things which concerns me particularly. 

Is it that the Commission would go so far as to prohibit 
Mr. Plotkins, the Lion Oils, and to prohibit the British 
American Oil Company from operating this service at all, 
because they can perform it just as easily as I can. 
They would have.the direot line to their refineries. 
They could do the tank car loeding just as easy as the 


tank truck loading there, just aswell as the Imperial 
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could, and it may be that they want to continue to do 

it. My point is if they do, and if my friend's inter- 
pretation of this act is right, they do it as a publie 
utility. Are we going to have all these terminal loading 
facilities divided up amongst several companies? Treir 
rate for doing it might not be the same as mine. My 
volume may be so much greater. My existing facilities 
may be of such a character that I can do it cheaper 

than they ecando it. ‘‘ell, we cannot have several rates 
for the same service by different companies, and tht is 


a point which will have to emerge from the discussion 


which takes place here to-day as to who is to do this 


tenk car and tank truck loading; if it is to be exclusively 


for me and my companies or whether it is to be shared 
between me and the custorers of the other companies who 
are in the refining business. Those vere all the points 
that I intended to bring to your attention. I understood 
we were to devote our minds to the evidence that has been . 
given since we rose last. aS 1 said in the opening, I 
have endeavoured by reference to pages of the evidence to 
bring back to your attention what I think are the high- 
lights of the evidence which has been given. 

M...HARVIZ: Mr. Chairman, I think Mr. 
Nolan has summarized the evidence very fairly, and very 
thoroughly, and commented ° on it in a Similar way, 

with the result that it reduces my task to just a few 
comments thet may be more or less applicable to our 

own requirements. Before touching those, I would like 

to make the remark in connection with the evidence given 
by Mr. Hull yesterday in reply to some questions of the 
Commission in regard to rates charged in the United States 


and in lines throughout the United states for transporting 
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and handling oi] over distences thot may or may not 

be similar, or under conditions that may or may not 

be similar to those thet we are faced with here. 

veveral rates were guoted, and while maybe Mr.Hull 

could be considered a witness submitted by my client, 

I do not wish it to be taken that we wish to subscribe 

to his evidence on that the rates chargea as being 
applicable to this Royalite Pipe Line, be it 5 sents 

or 15 cents or a higher cent rate. I think Mr. Hull 

made that very clear those were rates that were being 
Charged. He did not even suggest they would be fair rates 
under the circumstances we are faced with here. I 

think that is all on that. There was also another matter 
in connection with the statement made by both Mr. Nolan.... 
THd CHAIRMAN: Of course, Mr. Harvie; 

you have not as yet, speaking for your principal,said to 


us you think any rate is too high or too low or just 


right. 
Mf’ SHARVIG: No, I have not. 
Taz CHATRMAN: In\view of the very proper 


interest your principals have taken from the beginning 
to the end in this whole matter, it seems to us passing 
strange that that should be so, you being one who is 
interested. Your interest cannot be doubted, so long 
as we think of you as an independent company. 

ari hy Ls $ we wish to be thought of 
thet way, which I think the evidence is, Possibly 
the only statement I can made in that regard is this 
that we did-f@eel if we supplicd the evidence and com-= 
ments on the evidence as to what the usual practice and 


fair charges and so on were, that it was possibly not 
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our duty to add the figures together and give a figure 
to the Commission. As long as we sew the Commission 
got all the information from which it could arrive at 
that figure. 

THE CHATRiuiaN: | Having regard to the witnesses 
you have called, and through them the evidences which you 
have led, what do you say their evidence points: to? 

Mi: -HARVIS: I would say that we must 
possibiy take the evidence as to the aapital investment, 
the opersting costs and fecilities required, thst have 
been given and not contradicted by us or other parties. 

I have already made a submission as to what I thought 

the possible principle should be to be considered by 

the Commission in arrivng at that rate, such as we 

should teke the evidence of Mr. Hill, its present replace- 
ment value less observed depreciation as the figure for 


ge basis to arrive at the base rate and so on. 


THE CHALREAN: You are getting the service 
now? 

M2. HARVIi: Yes. 

THE CHAIR BN: One would expect that you 


would have an opinion as to wnether or not you were paying 


too much for the service rendered or too little or just 


right. 


Mix. HARVI: Our submission is that 1.6 


think the rate now »Feing paid is high. 


THe CHALA Al: Too. Rigkh? 
MR. HRVIS: Too, high. 
TH CHAIRMAN: Have you any submission 


ty make as to the prowr rate, and aSsuming we did as 


you suggest, we had regarc to the capital investment and 
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SO on aS determined by the witness whose evidence you 
commend to us, Mr. Hill, wht have you to say as to 

that rate of return to be.allowed. Not the service rate 
now, but rate of return. 

M2.HARVIE: I think that has been 

dealt with at least to some extent by the Commission. 

It depends on hov long a period of amortization is being 
allowed. If it is a short period the amortization 

rate should be considerably lower. 

TH: CHAIRMAN: I am speaking of the rate 
of return on the money. 

LY ,HARVIL: Bnd I am speaking about 
that, Mr. Chairman. I think this, if the period of 
amortization is, we will say, 20 years, I think the 

risk is greater than if that period were only 10 

years. If the risk is greater the rate of return 

on the money invested should be higher. I think that 

is the evidence submitted by quite a good many of the 
witnesses, ir which we agree. 

THi CHAIRMAN: All rignt. 

MR.HARVIE: There is also the ratter 

Cr the) orfer to sell surplus crude made by both my client 
and Mr. Nolan's client, and it was made on the under- 
standing that it was a temporary arrangement. There 

are matters of degradation and so on that might develop 
thet have not yet been experienced and as faras my client. 
4s concerned we just wish it understood that while we 
think this is maybe a proper way to proceed at the moment, 
as suggested, there might be a situation arise after we 
have had some experience that we would wish to speak about to 
the proper authorities, put, I understand, it will not 


be before you possibly. 
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THE CHalRMAN: Not possibly, certainly. 
MR. HARVIE: © Not unless refining costs 
or something of that kind, during the refining period, 
the matter of degradation may have considerable to 

do with the costs of the errde to the refinery, but 
not on this phase. 

Now, coming to the matter 
immediately before us, our submission is that it would 
be proper in this ease, - and I think the evidence of 
Mr. Hull, Mr. Naylor and others, confirms it, that 
there should be a combined rate to cover the gatherirg 
and transportation wate to the tankage of the consignees, 
be it refineries or others, and then 4 separate rate for 
any additiona] facilities, such as loading into tank 
ears or tank eat ie as costs and so on 
I have no comment to make. I think the evidence of 
those two witnesses has been quite exhaustive and 
quite clear and quite fair. 

THE CHATRMAN: It is your sugszestion then 
that effect should be given to that evidence you have 
just referred to , is it? 

MR. HARVIE: Yes. 

THE CHAIRMAN: That there may be a separate 
rate for loading, at least a separate charge, whether 
it be called a rate or not, for loading into tank cars 
ané tank trucks. 

MR. HARVIE: Yes, Mr. Chairman. In 
other words, in this case there should be two rates, 
one combined rate to cover gathering and delivery 
into consignees' tanks, and an additional rate to deliver 


from there into whatever vessel deliveries are made. 


sf pits M ideiias fi tol! 
oes aie me B z. ee : ne a i i 
gies Mer aa 
“erese sinter neolay bia ek amn 
atu: ; 38 waits. be 4} , be) van 
_bottad 3a pa ewts 


eckeeia! (A cnn ane Bo RL 
ani "oo ‘aid io b LORS os avd, uae abe td 


1 “ey ae 


2 
Bre ee, a ie alien “* 


Fue onan’ irra Risin’ OR) — eat 3: bidaas ani 


wat tan Shr. ow aerial ol 


bee ne a 


SMALLS Oe ps Pe tee + 4a ae 
oP) ae a i nk Shoe eg ay Sage woby ait Re ace 
‘ayy ¥ eds i tovek ot win bentiaee B ad stun & 
aadjieass 644 Yo Span outa ‘at ateoe soLerroge 
OAL S eis ities Reaiiare nomic eaten 
coon emer nee! Pica: Sa ans ‘te, eee 
being) (eae et 


gobd Ve eRe “ain bah 


‘2a on, nopdoas ht Siepiu wes 


a 


; ~ : 
é i 


og aE STAs 


ue 
«Se ae 
«@ Wi 


"oy re oe “9 72 ee pet! 35 ay 8 I {She 


ey 
7 


ptaxaqea a of Yam omeed pay? is ; 
a, gieewe ay Sih ‘ZS ee Gs ae 43 ti 
ene 3A 4 ,@n7800 ween: & teepl fs: _gattaed 3 j ‘fs 
print ait OaMtl ye tbe LOR dom ap et ry ratio 


0 a Mamie ta) 


+ sot Fe 
ira, at, 
mg watst ont 6c BLwods, Prets. 9gag. pi at Dea 
eral ten blag singadaeg, Taree 
jaentces od wee Feaonat tine: Jat 
rh vee pt } a a my ? 


tee ary eee af Ko asi 
: 4 ae: it ou 


-6927- 


THE OHATRMAN: I see. 
MR. HARVIE: © Then we also think that---- 
MAJOR LIPSETT: Mr. Harvie, have you 


considered the case of somebody who buys oil in the 
Valley and wants it put into tank cars by the pipeline 
company, as distindt from any refinery? 

MR. HARVIE: Vell, we have the evidence 
of the Anglo -Canadian on that, Mr. Commissioner. They 
buy, either buy or »roduce oil, whidh may be the 
situation in the Valley, and benaeeon it through the 
facilities offered by the Royalite and the Imperial at 
the moment and ship to their Brandon refinery, I presume 
that is the type of case you have in mind? 

MAJOR LIPSET?: Yes, they should pay then 
the rate for transportation plus that charge for the 
loading in Calgary done by the utility. 

EIR. HARVIE; Yes, the same as we would, 
the British American or the Imperial would in connection 
with our shipments to all refineries outside of Calgary. 
We bring in our oil to our refinery’ in Valgary throusn, 
I mean according to my suggestion, one rate, at one 
rate for it, paying one rate for it, and such as we 

use in Calgary, that is the end of that; such as we 

Ship to Moose Jaw or other refinery should bear that 
extra rate for loading. 

MAJOR LIPSETT: In your case that would be 
your own cost of the loading? 

MR. HARVI®: Yes, and it would be, take 
the Anglo-Canadian or any person else wishes to build 
the same facilities as we have, they can put up their 


tanks some place near the terminal of the pipeline, 
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take deliveries the same as we dc and put in their 

own loading facilities, nothing to prevent that. 

MAJOR LIPSETT "what: TD had in’mingd, your 
combined rate would include delivery to any refinery 
in the Calgary area or into a tank of anybody who wants 
to shin out by tank cars? 

MR. HaRVIE: I think I did use the 
expression "consienees* tanks", not necessarily re- 
stricting it to the refineries. 

MAJOR ::IPSETT; Then supposing a trucker 
put up his own tanks, the combined rate would inelude 
putting it into that tank for the trucks as well? 

Mae BakVIE: So long as he took it at 
the minimum deliveries of either the 1500 or 3,000 
barrels a day, I think it should be, and I think that 
puts everybody on a fair and competitive basis without 
any discrimination, and that is why I submit that that 
is maybe the proper way to handle it. 

Now, another point is one 
that we are quite interested in and that is as to the 
branch lines from the trunkline to the tank, whether it 
be the refinery's or otherwise------ 

THE CHATR?MAN: Before you go into that, 
have you anything to say about the minimum per day? 
WR. HARVIZ: Yes, I say that I think 


3,000 barrels a day is fair as the evidence is. I think 


the offer------ 

THE CHAIRMAN: 3,000 barrels at one 
delivery. 

MR. HaRVIE: at one delivery, I should 


say, regardless of the day, .S 4 very fair minimum. 
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THE CHATRMAN : ; For one pumping? 

MR. HARVIE: For one pumping. 

THE CHAIRMAN: And daily taking? 

MR. HARVIE: | I think that shoulé be 


more, given consideration to more as to the question 

of who pays for the extra connection. TI think possibly | 
if the consignee only takes 3,000 barrels a month, 

if he has built his own line and wanted to get his 

cost back through an allowance for that line, I do 

not know whether it is very material. MThe real cost 

in making that delivery is supplied, I think, by the 
amount of each delivery rather than anything else. 

The reutrn of the capital on an invostment of that 

kind is a matter to be dealt with. 

THE CHATRMAN: That has only @ bearing on 
whether or not it wou'd be good business for the 
pipeline utility to go to the expense of nutting in 

the line, that is its true bearing, is it not? 

Yes. 

THE CHAIRMAN: That if it be required 

or the hE consignee desires to spend his own 
money and put in his own line it should not be 

Pes aunariy the businoss of the carrier company how 
much he took, providing that he took a given quantity 

in each pumping? 

MR. B*RVIE: I think, generelly speaking, 
I think that is fair, and particularly so where we 
assume that no connection will be made without possibly 
either the consent of the pipeline company or a reference 


to some public Board, the Public Utilities Board, or 
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something, where it is satisfied that it is being 


dealt with fairly. 


THE CHAIRMAN: I understand you, Mr. 
Harvie. 
MAJOR LIPSET?: On the question of the 


3,000 barrels at a time, Mr. Harvie, have you considered 
the evidence of, I think it was Mr. Naylor, he said 

that in Montana that figure was fixed at 500 barrels. 

MR HARVIG: Yes, Jvheerd: that endut 
think, under the circumstances here on the instructions 
I have received and from information + have been able to 


gather that possibly that is too low a figure to apply 


here. 

THE CHAIRMAN: and 3,000 might be high? 
MR. HARBVIT: In my submission----- 
THE CHAIRMAN: we are not married to 


either one or the other. 

WR. HaRVI8: My contention is that I 
biink that isa fair figure. I think the figure as 
offered by the Royalite of 1500 barrels, in one 
delivery, is an extremely fair figure. 

MAJCR LIPSEPT: That 3,000 figure, one 

of the witnesses accepted that figure when it was out 
to him, and he qualified that to some extent afterwards 
by saying that if that was not suitable to the 
consignee thut a lower figure would be considered. 

MR. HARVIE: Yes. 

MAJOR LIPSETT: Do you think anything 
specially of that figure of 1500% 

MR. HARVIE: I think that it is a very 


reasonable figure and if the Commission thought that 
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that was a fair figure, I would certainly not take 
any exception to it, but if I were asked for a figure, 
if we were performing that service, I think 3,000 

wea vvery fair figure. 

MAJOR LIPSETT: Supposing a truck, a 
refiner using trucks, was willing to put up his own 
tanks to get delivery, would it not be excessive to 
ask him to take 3,000 barrels at one time into the 
tanks? 

MR. HARVIE: It is quite possible it 
would, and in that case there might be an additional 
mene tor smaller deliveries to look after the cost of 
the loader and gauger and so on. There might be an 
additional cost in that connection and that might be 
the fair way of doing it, but I think the 3,000 figure 
is only taken----- 

MAJOR LIPSETT: Loam sorry.) Df) Rina 
interrupt you again, Mr. Harvie, but I gathered from 
your previous remarks that if a trucker was willing to 
put up its own tanks, that it should get delivery iuto 
that tank at the transportation rate. 

MR. HARVIE: Yes, if they bear their 
own capital cost of the installation or their business 


warranted it. 


MAJOR LIPSETT: | Of the storage tanks? 
MR.HARVIE: Yes. 
MAJOR LIPSETT: Following that up, would 


it be rather mueh to ask a man who is going to take 

it by truck to Aut up a 3,000 barrel storage? 

1R. HARVIE: I think that is a question 
for him to decide, if that is the regulation, whether 


they should go into that on that basis or not. I think 
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this, there may be a phase which has not been 
mentioned, which should be given consideration to, 
and that is that at the present time where we 
estimate 6,000,000 barrels a year throughput of the 
line. Now, for the moment that is going,to all 
intents and purposes, to three companies, the Imperial, 
the B. a. and the Lion. Now, that is possibly 
Supplying all requirements that will be supplied from 
this field and with only tmee connections it is 
possibly a very reasonably cheap service; if a dozen 
other small refineries or shippers come in and add, 
do not increase the throughput of the line, but take 
away from the 6,000,000 that is now being handled by 
three, it is going to increase the cost of operating 
that line and the rate for all of us. Now, I think 
some consideration should be given to those that are 
now paying that rate and not just because a person 
wants to start up every day in some small way, give 
him a service that, perhaps, he is not entitled to, 
which will have the effect of increasing the rates 

to those that are now using the service. In other 
words, I think care should be taken before any 

permit was granted to tap the line or to add an 
additional facility to see whether the business will 
warrant it under the circumstances. 

MRJCR TIPSETT: I was just following 
your suggestion of a truck putting up its own tanks? 
WR. HARVIE: Yes. 

MAJOR LIPSETT: I thought that might, 
perhaps, be the best arrangement,and I was trying to 


follow out that suggestion of yours to see how it 


would work. 
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MR. HARVIE: I gather that your 
thought is that possibly the requirement that he 

had to have a 3,000 barrel storage, or take that 

much in one delivery, would be an onerous burden on 

&@ small shipper. 

MAJOR LIPS2PT: and poss: bly not the 
best way of delivering to a truck at all, possibly 
the other alternative might be better of him webtias 
Meaty the end of -the utili ty. 

MR. HARVIE: At some rate, 7% or 5 or 
24, that might be specified. 

MAJOR LIPSET?T: Yes. 

MR. HARVIE: I think the shipper would 
have to weigh that in each case. 

Another point is that in 
connection with the operation of branch lines, I have 
tried to emphasize that before and I think possibly,- 
I gathered from Mr. Nolan's comments that there 
possibly is no dispute as to the fact that the opera- 
tion of branch lines to consignees' tanks should be 
carried on by the pipeline company, regardless of who 
owned the line or who paid the capital cost of that, 
and my submission is that that is the case, that the 
pipeline company should carry on operations into the 


consignees' tanks. 


THE CHAIRMAN: as part of the rate? 
MR. HARVIE: as part of the rate. 
THE CHAIRMAN: Yes. 

MR. HARVIE: Now, the only other 


comment is in connection with the terminal facilities. 
MAJOR LIPSET?: Exeuse me, Mr. Harvie, 


for interrupting again, but have you dealt with the 
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eapital cost of the connection to the refinery? 


MR. HaRVIZ: Our submission is, Mr. 
Commissioner, and I think I have already made it,--—-- 
THE CHAIRMAN: It is a matter now, is 


it not, between you and Mr. Coultis, right now? 

MR. HARVIE: Yes, it is. I have 
already submitted previously, ahd I was not repeating, 
where {I thought there was no necessity; our submission 
definitely is that the capital cost should be put up 

by the pipeline company, and in that connection we, 

in our case, and we are giving deep thought to that----- 


THE CHAIRMAN: But why do you say so? 


Perhaps, you are quite right, but I would like to hear 


the reason why. Now, if it is good business for the 
pipeline utility to provide connections, it is to be 


assumed that they will provide them free. 


MR. HARVIE: Yes. 
THE OHATRMAN : But if the pipeline company, 


and when I say “company" or "companies", let us have 

no confusion abouf that, if the utility is of the opinion 
and says that "We do not think it is good business to 

pay for this connection", then on what principle should 
they be foreed to make the connection that they do not 


waat to make? 


MR. HaRVIE: Possibly my remark, Mr. 
Chairman----- 
TH® CHAI RMAN: Except at the expense of 


the person who says "I am entitled to get the oil and 
I am entitled to get the oil at the refinery on the 
same basis as every other refinery." That is ald 
right, but if the refinery that is first there happens 


to be in a contiguous position to the line, all right, 
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DeD it you go 10 niles off and you say "This is good 
business; therefore, you pay for my service Fine™: 
surely the other fellow might be heard to say "Well, 

we think it is not good business, we will not pay 

for your line, who are you to te: ‘us what is good 
business for us?" 

MR.HARVIE: I think possibly I did 
cover that in this way, Mr. Chairman, I said that the 
evidence is, and I think I agree, that if two companies 
ean come to a satisfactory agreement, that they should 
be allowed to do so; that agreement, I think, should 
be subject to check and control by some governing 
body such as the Utilities Board, to see that there is 
no undue preference given. [I think that is the purpose 
of the Public Utilities. [I take that for granted, that 
was the suggestion before. 

THE CHaIRMAN: And the only thing standing 
between you is that, certainly Mr. rlotkins has urged 
and, doubtless, will again urge, that the utility, the 


pipeline utility, should pay for his connection. 


MR. HARVIE: Yes.. 
MR. CHAIRMAN: T understand that you are, 


on the one hand, urging the pipeline utility should pay 
for your connection, the service to your refinery, and 
that equally Mr. Nolan for his client says he should . 
not pay for either one or the other; that, I understand, 
is the position to-day, and now all we have heard, as 

I appreciate the evidence from the witnesses to date, 

is that the pipeline utility should do this beoause it 
is good business for them to do it. Now, who is the ~ 


judge of that? 
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MR. HARVIE: Well, it should be------ 
THE CHAIRMAN: It is quite a different 
thing to say that the pipeline shall not arbitrarily 
refuse to give you oil when you come with your bucket 
or with your service line, as the case my be, that 
is one ane but to say that they have to buy you a 
bucket or a service line seems to me another thing. 
MR. HARVIE: I agree with that thought, 
Mr. Chairman, that it is a case where the business 
warrants it and the two companies can agree, that it 
is @ proper one, and if the terms are satisfactory to 
some governing body, then that is a matter of agreement. 
Where you say the pipeline company is not satisfied 
fiat the business warrants it or that it is good 
business, I think then the applicant can apply to the 
Public Utilities Board for directions, and if the 
Public Utilities Board agree with the pipeline 
contention, they can then set the terms upon which the 
aoplicant will get that connection, such as to put up 
the cost and get a rebate, or does not get a rebate, 
@e the case may be: if, on the other hand, the 
Utilities Board think that ib iS 4 £370 and proper case that 
the pipeline company should put up the capital cost 
of that connection even ®° if the pipeline 
company does not agree with it, I think that they 
Should so order. 
MAJOR LIPSET?T: That is, more or less, 


making it a discretionary matter in each case. 


MR. HARVIE: I think it is bound to 
be that. . 
MAJOR LIPSETT?: Taking distance and 


business and everything like that into account. 
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MR. HAPVIE: i think “it 3s) bound 
to be that. I think any other system would be 
most unfair, where one man might be forced to build 


@ line and another man not. 


THE CHATRMAN: No one ean question that 
it is always, - well, subject to whst it may be as 
to the rate, - no one can question though that at the 


moment if the pipeline company wanted to put in service 
lines at their own expense, I do not supnose anyone 
would say they should not, but to say it is a matter 
of discretion in every case as to whether or not you 
make the public utility spend money to provide a 
Service which is exclusively for you is quite another 
metter, I think. 

MR. HARVIE: if it can be arranged by 
agreement the matter is looked after and if it cannot 
be arranged by agreement there is, or I submit there 
should be, an apnea] to the Utilities Board to be 
dealt with, so, of course, the agreement might be in 
one of two ways, it might be an agreement 

that the pipeline company agrees to put up the capital 
cost and alternatively it might be that the applicant 
is prepared to put up the capital cost and get it 
back on some basis. 

TH CHAIRMaN: If you come to an agree- 
ment that in the opinion of the regulatory body, 

that agreement is not adverse to public interest, 

that is the end of it, but I am speaking of where 
there is no agreement end where it is thought that now, 
there mast be some principle to be invoked on which 


you act as a recommending body in recommending one or 
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the other. 

MR. HARVIE: Yes, I think each 

case Ought to be dealt with on its ow merits by 

the regulatory board. 

THE CHAIRMAN: Yell, what are the merits, 
what principle underlies this, it is proposed that 
somebody else pay for the line to your plant, well, 
on what principle is that to be compulsorily brought 
about,that is all I want to know. 

MR. HARVIE: I am not saying it is not 
right, the regulatory body may not say it shall do so 
compulsorily, they may say the only way you can get 
Peo service, in our opinion, is for you to build 
Your Own line. 

THE CHaTIR?aANn: On what circumstances 
would it not be fair to build your own line? 

MR. HARVIG: I can illustrate one, 

if I should develop a new market of a million barrels 
a year and that would be new throughput to the line. 
THE CHATRMAN: Yes, and new business for 


you through the line? 


MR. HARVIE: New business through the 
line. 

THE CHAIRMAN: For your benefit too. 
M2. HARVIE: That that would be a 


proper case and possibly have the effect of reducing 
the rate for every verson ultimately by increasing 
the throughput of the line, and I think there would 
be no question that that would be a proper case. 
MAJOR LIPS=T?: There does not seem to be 


a complete analogy between the collecting in the 
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field and the delivery at the Calgary end, because 
you do not suggest that delivery should be made to 


tank cars as part of the service? 


MR. HARVIE: Oh, Goo Shut nets wnehe 
One rate. 
MAJOR LIPSET?: That is what I mean. 
MR. HARVIE: I think there should be 


additional facilities, if there is the need for them, 
and I think there is. 

MAJOR 7:IPSETT: But what I mean is, there 
is not a complete analogy in that suggestion with 

the Turner Valley end, where you do all of that 
service in the one rate. 

MR. HaRVIi: In Turner Valley it is 
all one service, taking from wells. 

MAJOR LIPSETP: From every well. 

MR. HARVIE: From every well. Now, 

at this end there are three different types of 
delivery and my original submission was that there 
should be an inclusive rate for each type of those 
services with additional rates for the more expensive 
ones. 

MAJOR LIPSHTT: On that principle would 
it not mean a cheaper rate in Turner Valley for a 
well within a half a mile of the pump, as distinct 
from a well 5 miles away? 

MR. HARVIE: I think a great many things 
come into consideration there, and one might be this, 
that so long as the field is under conservation and 


pro-ration as a unit, that if you do not go to a well 
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you are losing throughput; for ins tance, we will 

say the Home Yell is in the north end of the field 
and it is not connected with the pipeline, and we 
will say its allowable is 500 barrels a day, and the 
Royalite does not go to that and tie in on that, 

that oil is going to be trucked away or something, 
and they are going to lose the business, with the 
result that their throughput will be, we will say, 
Peyoo0 4 day instead of 15,000 a4 day. Now, I do not 
think that is the situation at the terminal end of 
the line, because it is all coming in that far anyway 
and there is just the various kinds of delivery. 

Ma JOR ©“ IPSETT: Would it not be rather 
doubtful whether that is the real situation in Turner 
Valley, supposing the iiome-Millarville well came in 
and the pipeline said "Ye will not connect with the 
Home-Millairville because we have planty of oil within 
the conservation limits from the other wells." 

MR. HARVIE: But I think the Conserva- 
tion Board would say ‘What are the requirements," we 
will assume they are 15,000 barrels, and whether the 
pipeline connesots with the well or not, I think the 
Order will only allow the 15,000 barrels to be 
produced from that field, of which 500, to use my 
illustration, would come from the well which was not 
connected, and ine would reduce tne throughput of the 
line by 500 barrels. 

MAJOR LIPSET?: Perhaps, I am getting molly 
away from the subject, but that does not necessarily 
seem to follow, it might equally mean that that well 
could not sell its crude, and that it would still go 


through the pipeline from the other wells. 
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MR. HaRVIE: Of course, I do not 
propose to answer all these conjectures, but I do 
think that if we are gOing to consider we are 
Operating under the Conservation act as a unit 
control of the field, that it is essential within 
that unit all the wells should be connected by the 
pipeline in order to pro-rate the market equitably. 
MAJOR “IPSETT: Now, I quite see that in 
Turner Valley; there is a complete system down there 


in Turner Valley? 


MR. HARVIE: Yes. 
MAJOR LIPSET?: Yell then the Calgary end, 


there are thesoc various other difficulties. 

MR. HARVIG: I think sot Af si teis simp py 
down to where they are all coming to one common point, 
which is, we will say, the consignees' tanks, be 1% 
whatever it is, then if the man wants to leave his 

oil there and pay rent for it he can, and if he wants 
to take it away in trucks he can, but he pays the 
extra rate; if he wants to take it into tank cars he 
can do so, and if he wants to do anything else with it 
he is free to do that by paying the extra rate, you 
may as well say why not inelude the freight from 
Calgary to the Regina refinery in that rate? That 

is an extra service which the man in Regina needs 

to get the oil down there, that is the freight. 

MAJOR LIPSET?: Yes, but in my case you 
are going a little further | than that, you are saying 
that your refinery is connected with the terminus 


of the pipeline, equally with the Imperial. 
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MR. HARVIE: Yes, equally with the 
Imperial; 
MAJOR LIPSET?: And that everything up 


to that should be paid for by the pviveline? 

MR. HARVIE: Yes. Now, that is all. 
THE CHAIRMAN: Mr. Nolan, do you care, 
before Mr. Plotkins starts, would you care to discuss 
what should be the rate allowed in respect of the 
terminal handling, which you were discussing as a 
service rate? 

MR. NOLAN: 7WeilGs Lesuoni ta or enone | 
on the evidence----- : 

THE CHAIRMAN: Supposing, to put it to 
you clearly, supposing we were not satisfied with 

the evidence which we have, having regard to its 
character, and that the persons who created it in 
great measure were not here to swear to it, that we 
could not, therefore, set a rate-base, but that we 
would look to what is the fair and proper service rate 
for the service to be rendered, what would your 
submission be then? 

MR. NOLAN: 2% cents for tank cars 

and 74 cents for tank trucks. 

THE CHAIRMAN: Thankyou) All right, 

Mr. Plotkins. Just a moment, Mr. Plotkins, before 
you start, Mr. Nolan, might I suggest one thing that 
you, perhaps, have not covered. I thought previously 
you had, by way of submission as to the position of 
your principals in connection wi th the B. A. and Mr. 
Plotkins, or the Lion Refinery, as to who should put 


up the capital costs and how the service should be 
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handled and who should pay for it. 


MR. NOLAN: Insofar as branch lénes 
are concerned? 
THE CHATRMAN: Yes, Service Lines from 


the main pipeline to the refinery. 


MR. NOLAN: Who should .pay for ib? 
THE CHAIRMAN: Yes. 
MR. NOLAN: It is not clear from the 


evidence who should vay for it because they say, 

these witnesses who have been before us, that they 
know of no instance where there has been a compulsion 
upon the pipeline company to so construct, but that 

it is left as a matter of agreement. 

THE CHAIRIMAN : Just assuming we feel 

that you should make another assumption, that we 
consider it our duty to recommend what we thought fair, 
what would de your submission under all those circum- 


stances? 


(Page 6944 follows.) 
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MR. NOLAN: It seems to me, Sir, 
On that point we have the evidence of Mr. 10 
who goes into detail about it, and I think it amounts 
to this, Sir, that even if the customer does pay for 
it that he should be repaid for what he has expended, 
out of the rate. ads I understand it that was his view. 
THE CHAIRMAN: I thought he said that 
the volume was enough to justify it. 
MR. NOLAN: In other words, the 
pipeline company would make enough out of the additional 
connection to make it worth their while to reimburse 
the customer for the connection. [I think that is what 
his evidence came to. 
MR. FRAWLEY: If he could do it in three 
ma rour years,- he sald: If in three or four years 
there should be profit enough. 
MR. NOLAN: Yes. 
THE CHAIRMAN: Mr. Naylor wanted to get 
it back in a year? 
MR. FRAWLEY: Yes. 
THE CHAIRMAN: In the result what do 
you submit to us, Mr. Nolan? 
MR. NOTAN: #S to who should pay for 
these branch lines? 
THE CHAIRMAN: These two lines, the 
one to the Lion and the one to the B. Ae, On the 
assumption we should ultimately recommend that the 
B. A. is entitled to the connection, or at least the 
Lion is entitled to the connection. The B. A. already 
has it. 
MR. NOLAN: That is a little difficult 


to answer, Sir. You do not mean as a general principle. 
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You man as applicable to these two particular 
companies, the Lion and the B. 4A.? 
THE OHAIRMAN: They are the ones that 
are immediately before us and there may be the future 
questioh, no doubt, as to whether or not there should 
be zones and all that, and as to whether these cor- 
porations should not pay for their own connection, 
on the reasoning that the Imperial had the good fortune 
to be at the end of the terminal or near to it, but 
that good fortune of theirs was largely because of the 
fact their good dollars were spent, and that those who 
g° afar should pay for the connection. That is one 
point of view. The other point of view is, well if 
it were not for the circumstance that these are 
opposing refineries clashing with each other as a 
matter of good business this pipeline should have made 
these connections long ago at its own expense. That 
is another point of view. I just want to know what 
you think about it. 
MR. NOLAN: I would think that the 
pipeline company should pay for the connection and 
have it included in the rate-base. 
THE CHAIRMAN: The pipeline company 
should pay for the connection and have it included in 
the pends! Then those people who had nothing to 
do with refineries would be paying for it. 
MR. NOTaAN: You mean the people =e 
wish to take it in tank trucks? 
THE CHAIRMAN: Yes, all users of your 
line who do not hapyen to be one of these three 
refineries. 
MR. NOLAN: I do not know how we are 


going to split it up. It is so difficult, because 
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the fact is that these refineries are the best 
customers. There is no doubt about that. They 

help to keep this rate down. If there is additional 
expenditure it seems to me that should go into the 
rate, and the fact that somebody is transporting 

that distance should, in getting that precise service, 
Should help vo pay for it by paying the rate, whatever 
it may be. It is only because of the different 
requirements of the tank truck and tank ear people 
that it it not délivered to their own refinery. 

THE CHAIRMAN: If you think that what 
are we going to add to the base? We have no evidence 
what the cost of the line from your terminal to the 


Bs A. refinery is. 


MR. NOLAN: There is evidence available. 


THE CHAIRMAN: If that is the submission 
it is mt supported by evidence. 

MR. NOLAN: | I have just been dis- 
cussing with my friend. ‘what I mean to say is, 

and I think you understand me, any additional capital 
expenditure that has to be made of this kind or 
character 4s taken into consideration in fixing the 
rate to which this pipeline company will be entitled. 
It is not, perhaps, accurate to say it is in the 
rate-base, but it is part of the additional operating 
expense to be met by reason of the additional capital 
expenditures that have to be incurred. 

MR. COMMISSIONER LIPSETT: Exeept this, Mr. Nolan, 
that in this particular case of the B. A. the money 
has been expended. 


MR. NOLAN: By the B. A. 
THE CHAIRMAN: We do not know that. 
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MR. COMMISSIONER LIPSETT: Well, we do not know that. 
MR. NOLAN: In this particular case 
it has been expended, yes. 

MR. COMMISSIONER LIPSETT: Whete 2 moan 16 if it wes 
to go in, as you suggest, as part of the rate, then 


it should be in the capital expenditure as of to-day. 


MR. NOLAN: If it has already been 
expended. 
MR. COMMISSIONER  IPSET?T: Yes, if it has already 


been expended. 

MR. NOLAN: Yes, that would seem 
quite clear, because it is part of the rate-base as 
being money which has been expended. It is not so 
much of capital expenditure to be made in the future. 
MR. COMMISSIONER LIPSET?: Would it not be possible 
for us to get the cost of that? 

THE CHATRMAN: The only evidence we have, 
we have the very clear statement of itr. Coultis that 


you should not pay it at all. That is a very different 


thing. 
MR. NOLAN: Yes, his opinion is that 
it should be naid by the refining company. ‘vyhat I am 


Saving ie that. the evidence ise----— 

THE CHAIRMAN: An opinion for which I 
thought there was much to be said myself. You say 
that is mt so. You say it should be in the rate. 

MR. NOLAN: I say the evidence is, 

and we have to take what the evidence is, that it goes 
into the rate. I think Mr. Hull is quite clear on that 
point, that it goes into the rate and 1 get it back 

if I do make that expenditure. I am repaid it. It is 


not as if I am out of pocket for doing it. 
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THs CHAIRMAN: I did not understand 

Mr. Hull to suggest that the rate was to be increased 
periodically in that way. He said if it is good 

bus iness we will make,the connection. If these people 
do the husiness they say we will give them a drawback, 
sO to speak. I did not understand him to suggest 

that the rate was to be - the service rate to be 

paid by the general public was to be affected from 

time to time by these connections. He said if it was 
not good business they did not give them the connection. 
if it was they did it out of their own pocket. bia) 
cases where they were in doubt as to the business being 
good enough they waited and saw. They required the man 
wanting the connection to put up the aoney first, and 
when it proved good enough they started giving him 
drawbacks. I do not recall the evidence of a single 
witness saying that this should be paid for by your 
principals and put in the rate. That is in the rate 
base on which a return would be allowed. Mr. Coultis 
was clear you should not pay it at all. 

Mii. HOLAN: I am clear thet if it is 
not in the rate I.do not want to pay for it. and the 
man who wants that connection should not pay for it 
himself because if I am a public utility and LI am 
expending money, it seems to me that I ought to be 
permitted to earn, or to get back that expenditure 

just as I have been permitted to get it back for the 
expenditure in my pipe line and in the gathering system 
and in these gathering systems which are yet to be 


constructed. 
THE CHATRWAM: If we adopted that view 


agpeae 


See 


aa AE ae Ge : 
bi ae Oey a? tome eo Gam 
HraveaTesny Ton Bie 4 1 aio) 
os) : 


Ment ‘ud ce anv ak oe de deospun on st but th: 
son et dE FRB is Be) ae one Pedd ad + Agodso1 net 
Weiweéc te kat Aa. Ree 6 ee ORE ‘ea iaw. pana om ‘abe ws 4 


- 


re 


— 
. 
a 
— 9 


ae na A pie eS repne wer : bith: Bs a) ene ace ri 
as oe irae a ‘of Baer | ogee ends pe 
a Bet 6 eine: L gromeeO ult vd’ bapa 

ays ea: i ete iitoo? seodt il ems: ce: ont g ri 

(Oe PEE nae mre. Tey #5 ete “aut & gen feud boos ‘to a 
ae Siciaae cure ek ae. Meo Re PEOB Lh orate eaw i | “ 
PRP Ra Saya ee 2§ tdudh SE ere youd erred BOS i 
z o Dortipet Ye a og onthe bas iow ved dpsione veal a 
bid Wink is wohde aad 1 Huq of metre endo ‘pti vine 
vin’ ¢ oy hat fin ute END nav ort oe ase 


= weve Se Leen ton oo “seiogdotb 
chy O Bidbelehe daait Welt aaa sonnaiy | 
ges sie Rye ia net ug Yoni extagen a a 
it aipeace it ty we & fei ant ort a tone Sia. eased 
+ Eee a i aca bipede: NOY RAED : 290 
; “ Ye Be il, aad co's < Reo eat 


"ae Se ge Redline ob, 1: @fnr 6a? abpten 
‘ Y mae Se ih ‘hu fa) Peete | sade: eta: ange 
‘was ban etitied on sidue ete a ke pesinoad. Tioamtd 
Cee od tdauc U tent ale ‘aiieoe, ek: Scab ait boaeeate 


eapibinsgxed tadr Shed fe Koy gietee Of josghdeneed 


iy” 1O% Ko ed $3 Sen o¢ pede tie ay eRe: ered I eg taut 
dasetd dabhoddon Sas ni 3nd Oi eee: est fans 
wd ee ge ee eer iveedt a8 pacdt, nbs a 
i i F '. bavonmged 100, 
ee: sane r — v 


ied SF. } 
abe 2, 


TZ 


-6949- 


where would we find what should go into our rete base 


in respect of Mr. Harvie's principal's line? 


MM. NOLAN: From Mr. Harvie. 
TH: CHAIRMAN: Far be it from me to 


suggest that there be any more evidence on the pipe.line. - 
But aren't you a Little short to sapuort that submission, 
I mean. 

Pe NOLAN’ Maybe I am. I haven't that 


evidence even if I wanted it. 


Til; CHAIRMAN: You haven't? 

MM -NOLAN: Ko -sirs ofbet ds the position 
you see. 

Mine HARVI : I haven't got it. I may be 


“tle to get it. 

THE CHATRitAl: Anyone interested can always 
get evidence by simply saying whom they want called. 

M-. NOLAN: Yes, and Commission Counsel 


is perhaps the person most vitally concerned. 


Pete Br Tah Cs “ha t’? 
Im .NOLSAN: As to hov much it cost to 


make the connection with the British american Oil Company 
in dollars and cents, so that the Commission may have some 
idea of what there was in that expenditure. 

THt CHAIRMAN: ‘je have evidence from Mr. 
Coultis and Mr. Plotkins both on the other. 

M. .NOLAN: My friend says we do not 
require that evidence and you can straighten this out for 
us Without it. 

TH CHALRIZAN: edo not require it? 
M2.NOLAW: That is whet he tells me. 


TH? CHaIRMal: He may not require it for the 
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Purposes of his argument but we may require it for the 
purposes of our recommendation if we were to accede to 
your submission. 

MR. NOLAN: If it were necessary 30 
have it would it not be a simple matter to have it put 
down on a piece of paper and handed to the Comnission? 
There is no point in anybody being permitted to cross- 
examine on it. ‘There is no secret about it, I hope. 

MR. COMMISSIO(VMUR LIPS#Tt: Subject to the taxation 

by Mr. Frevley on the amount, I suppose’ | 

MR. NOLal: I was trying to avoid that 
and perhaps that would be avoided, 

THE CHAIRMAN: L do not know...) wil 
hear what Mr. Frawley has to say about it in due course. 
Go on, Mr. Plotkins, please. 

Mae PEOTR INS: in view of my inexperience 
4n summing up, and not having available to me all the 
transeript, I deemed it better to put it in writing and 
comment where necessary, the information and to give my 
views to the Commission. "In view of the fact that the 
Imperial and B.A., refineries have provided themselves 
with sufficient storage to adequately take care of their 
own crude deliveries, it is probably more equitable that 
other refineries be required to provide their own storage. 
If this principle is accepted as a reasonable one, and in 
view of Mr. Hull's and Mir. Naylor's evidence that this is 
the general prevailing practice in the U.S.s., then we 
can eliminate this factor from the functions of the 
Royalite pipe line.” This is referring to the service 


deliveries into the consignees' tanks at refineries or 


otherwise. 
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"With respect to tank cars and tank truck 
deliveries, from the Stendpoint of the tank ear shipper, 
he should, for the same transportation rate, be placed on 
an equal footing with the Calgery shipper who receives the 
il in his own tanks. To include the loading into tank 
cars in the pipe line rate would encourage and thoerease 
the use of Turner Valley crudé and would place the “Jestern 
Canadian independent refiner in a more favourable position 
to compete in the matter of laid down cost with other 
crudes." 

This is a point that has not been covered. In 
Western Canada we have @ condition altogether different 
than in the United States, any part of tue United States. 


We have what is known in the old business as ga closed 


market. 
THs CHaIRiiaN : a closed what? 
Ma. PLOTKINGS : @ Closed market. There is 


a tariff barrier which, while it is not a tariff on orude 
oil, there is impediment. In other words, crude oil has 
to be shipped in under certain conditions of gravity not 
to be subject to duty, whereas in \estern Canada we can 
ship a barrel of crude from Turner Valley or any other 
Canadian field throughout the ‘Jest, to anywhere else in 
Canada without being regulated or subject to any control 
dy the Dominion Government. So that we have a closed 
markete And then there is another matter. In the United 
States as Mr. Hull pointed out, at least led us to believe, 
it is generelly the shipper who purchases his oil direct 
in the field. That was thy Mr Hull had difficulty in 
understanding some of tne remarks or questions by the 


Chairman of the Commission. He could not conceive a 
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Cc.idition where the pipe line company was the seller. 

He always referred to the fact that the shipper, and 

the shipper in his mind, and he mgde it plain in my 
estimation, was the producer or purchaser of the orude. 
The refiner purchased direct from the producer. Now 

here we have a condition where there is very little crude 
sold by the produser. The shipper or the scller is usually 
either the Imperial Oil or the British american, mostly 
the Imperial Oils 4nd when a refiner from any point in 
Western Canada comes to buy oil he is already at a disad- 
vantage. He knows he is buying from his own competitor 
that competes notonly itn Calgary but in his home district. 
A8 a result he is on the defensive. «nother situation 
arises there and that is due to the freight rate structure 
that has been built up in Western Canada over a period of 
years to points at which the Imperial, and in this case 
the B.A., refine or ship their oil and refine it outside 
of Calgary, are ona freight rate base thet is a distinot 
advantage to any other point in Western Canada. With 

the result that the refiner seeking to purchase oil in 
Turner Valley when he goes to the Imperial, is not so 
much concerned about the pipe line price or pipe line 
charges or even the freight rate. He is concerned 
primarily with what that erude will cost him laid down 
and he translates that cost against the tank waggon 

for refined products in his own district,with the result 
that to-day we find a number of refineries purchasing 
their oil in the United States. Not because the oil igs 
any better. In fact most of them would prefer to purchase 
this oil because it has certain distinct advantages. 


But due to the fact the cost refined of the products 
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that he makes from the crude are lower in cost to him 
than if he purcheses Turner Valley crude and lays it 

down in his own particular refinery. When we take that 
into consideration we havs a distinct different picture 
than what Mr. Naylor or what Mr. Hull could conceive. 

In the United States my knowledge and information is 

that refineries are usually competitive as to laid down 
COSUS. In fact anyone who will study field prices and 
rail rates will find that each refining centre is on a 
distinctinly competitive basis with one another, where 
in Western Canada that is not the fact at all. "This 
would inorease the volume of crude marketed through the 
Royalite pipe Line which would more than absorb the 
expense of loading tank cars." As Mr. Harvie has pointed 
out there is only 6,000,000 barrels went through the 
pipeline. Thet is true, and possibly this year there may 
be as much or mae. But if we can displace crude that 

is now coming in from the United States there is no doubt 
that it is obvious that the percentage of crude or the 
volume of crude that will go through the pipe line will 
be in addition to what is already going or will go through 
normally. So it will increase the market for Turner Valley 
crude. 

"hile it is true that according to competent 
evidence the general practice prevailing in the U.S.4., 
is to consider the loading of tank cars a separate 
operation to be paid for by the shipper on the basis of 
value received, it should be pointed out that conditions 
in the transporting and refining of crude oil industries 
that generelly prevail in the United States are not 


comparoble with the conditions that are met with in the 
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production and marketing of Turner Valley crude in 
Nestern Canada. In the United States, generelly 

speaking the shipper has usually open to him several 
sources'of supply and competitive transportation systems." 
Ve have heard from Mr. Hull a very distinc t picture of 
certain fields where one well had two or more connections. 
In other words, he had the option to ship through various 
Five lines. He already ae pointed out in his evidence 
that sdme pipe lines could get at a point at less cost 
than another pipeline, with the result there is inter- 
lacing transportation systems by pipe line “n the United 
States, which places each shipper in a position to choose 
and arrive at a laid down cost factor competitive with 
other refineries. This condition does not exist in 
Vestern Candda or in the Turney Valley. “With the 

added advantage of huying his oil from the producers 
Buying direct puts it up to the producer, if he wishes 

to establish a market for his oil, to calculate laid 

down costs that will meet the laid down costs of other 
competing fields and, as a result, conditions are 

sreeted whereby transportstion agencies adjust themselves 
to the necessities of the situation." In other words, 
in the United States the average field if it produces a 
grade of oil and is located in a distinct geographical 
situation and wishes to market its oil, that is the 
individual producer and all producers as a whole, they 
study the cost of laying down that crude to the market, 
and as a result they place iene through their own 
efforts or by their own costs, ina position to effect- 
tvely secure a market in competition with other fields. 


Mow here we find a different situation. I am alluding 
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to that a little later on. 

"Here in Turner Valley the “estern Canadian 
independent buyer of crude cannot generally purchase 
from the producer, and the seller of crude is not 
interested directly in furthering independent markets 
for crude oil and is not concerned with the laid down 
costs." 

It is obvious that the Iihperial Oil, marketing 
in every hamlet practically in Western Canada with e 
purchaser of crude oil coming to buy crude from then, 
they are not very much interested in selling him orude 
to compete with themselves. Naturally the situation 
between buyer and seller is not the normal one as 
exists in the United States in the orude oil market. 

"And is not concerned with laid down costs." 

You see the Imperial as the producer of crude through 
the Royalite they do not concern themselves with what 
it is going to cost the refiner in Yorkton to lay down 
his crude. They have set the price in this field. 

They have calculated the price they will pay for crude 
as on an average it will yield to them, the price laid 
down in any refineries they will be competitive with 

in other United States' fields. ‘WJhile it is probably 
right they should do that, due to the fact they have 
seen fit to so create conditions in Turner Valley that 
it is practically forced on the independent refinery 

to come and buy crude from them, they have disregarded 
and do disregard the position of the independent refiner 
so he is called upon to say “jell I will have to pay 
whatever it costs to compete with the Imperial Oil or 


other major companies and take whatever profit is left." 
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Whe reas in the United States I want to point out again 
the competitive situations are comparable, one refining 
centre to another,.and one field with another. 

"On the contrary, conditions under the present 
system of nominating crude oil requirements, restricted 
production and no accumulation of storage for seasonal 
be quirerishts| the refiner is forced to purchase from his 
competitor who finds it more profitable to have the 
independent refiner faced with higher laid down costs." 

It is obvious that being in the tusiness to 
make profits, to increase our business we do not wish 
to place our competitor in a favourable position. In. 
fact it would be consistent with human neture to put 
him at a distinct disadvantage, and as a result the oil 

that is sold out of Turner Valley to independent purchasers 
in Western Canada, the sellers are not concerned with what 
it costs to lay it down, and they are distinetiy concerned 
to make it cost as high as possible, both for their own. 
profit and to prevent undue competition. 

"The purchaser of crude oil also finds himself at 
a considerable disadvantage as field prices for crude 
have been calculated and set up by the Imperial Oil to 
previde at Calgery and Regina an average laid down cost." 

That has been adduced in the testimony we heard 
at the early part of the hearing where Mr. McGrath 
explained they were sceking to establish a laid down cost 
in Regina and Calgary that would ve competitive with 
Texas and Oklahoma and every other field in the Uhited 
States. 

"To provide at Calgary and Regina an average laid 


down cost, including transportation, tht meets the 


5 is ty 
” r aural aw tf . ee 
xf . . _ ne 
F » Pe ry x 
“i t é os) ra J 
Le ‘ 
° a al 
fe " 
ms iice 
ay RE IHS Got RH) 
zo ams ee & Seen e 
a -* 
oat nike is aa at 
Styieate. ae EN Ne 1 
oe ote ‘Sige abebe Sac £ e ° 
LO Sat See a a oa ow a 
, ¢ f 
as MG Bie iG 
“Ss PGS oo 
; Bei ee fa SU 
tay . PND Td - 
HO 2 teeetele 


‘yatoq ot taav 2 serst pet batt ert? at siet-afW | 


Se 


dou ane. tbaew ‘seuetit00 iit nor” ‘ 


& ry | 


’ . at @ 
ees pita eats oe > 6 
nas Ree ility: 


ae 

nee ® Py 
‘. jt ee beeen 
aay Sar et 


tiie: ago 619 aaokd not 8 ‘ovid it oqnop edt 


Sig ete ohekt a0 hie viedtoas ot ‘ertno0 


aS 


' 
ae ae ry 
i vee PAs er on (i ay et ve i, ey 


cepaped) he eeyee gittentmon, ‘to motets” 


et 


Mae “ ity - ime Lit, ad 
nce AO at Pet iene Sey ete ONE 
‘Gerote to nottetummoos: on bie area 
: Se. aD ¢ ae one i ; fein fi f rn Whe 


~ ate 


t, 
roa Aas ae wie roan a 
st heoto? at tonkton aa led abient ope a 


HON ERNE, eae a Ae By 
CY Bae legs of otded toma. #1 ¢ Om tt adat? cast od te. gD 
; ‘ st Ve aL mete aa Ml 
ee Fein cw kh 2 wage atin boot sontton Yneb seqobat 
eat et 
ee eee ee ae) nee oii i t oat “aise bdo at +t OS ae 
rag ii Ane nao rein) Co 
tatw toa op Sw aeanhaud nH0 ‘oeastott! ot yedttoug cape.) 
pn ee Sa ng Ne ek ap yrs y GOR ae a im ce: Kane +; é geo, ves en fq ot 
j uidich tee Mibeeaes Ne is) Be Mente arent ot) eee 
aa, + Sait i aim ‘daha Ynetatanoo ed stuom ye Ada * 
Wlereee a eet | | 
i ghee ideoe & Be ine “agednsvieals onttatb 2 samt “ie 
acids SS Boas bust ot voktew aoaisu't Lo, #y0 ble: e) fait a 
a : wary t a ens vei hae co cs iS 
Lol ay ie sbi tt in a 
Peite te EN hevaeanee, Por ar) exele ‘eo ‘onl usban B nnetedll at: 
ha ip Bie ; ao wane Pipe a de 
gored, davai cae 2 elt bn “co8 rt wat as ee 
A But ie al ig Se eae ns ae Sy ‘° mT ot 
ot F " Sot gna STébeadd ee a! a ee tece . Bia fe 
és A an yes a 4 He Sy 32 § 
Ma: % ike di 
f Gye toqmag oun: tnawete of bas rrtoxd | 
' P 2 Ge eae iat Lear oe 
? : is aleapemnis tae ef Ry sa ifs of wi ’ a OF 
fe Viseatie shalt end Oto eburte ro Sense 20h edt” 
. pe Clete pence 6 
bas aaron a male % t wie ‘haa gata ov a8 * eft etoh tena: a 
. pee ag: EOE TEES ba 
ea aid fe ‘af Galt yee roa bite’ petaliatae nes eee 
. . ; i a io aa rea 
ae eat ~ . 5 wes ene ert! : 5 ane nae Si - 
seo wok Sissi Goiére co satyer bre cragied v8 ppitaletslei 
f ae é 4 ro yey pag Ps re ay 
ad ta tae Pee ger ireae See eta RSG at 
* “PE BSH ew THO 


per Ede 


piel 


re ee a 


gies 


Las ot . 4 oy S ™ Fr 
édf. efoena 


cpu a 
Sra 


‘dvd ne sat ge8 bre wregian te She or" af Om 4 


6 duke detae ot "gate: re ‘eton edt bentatgee 


ge se ; 


Hear ag fae ‘booubbs need ead todd 


aed garrecd ‘6d he ‘to imag ‘eitee a ay 


Wide bee Bie 7s 


wee re 


Ginoo ac’ beyee: dais ‘ysoai od tos vasttgen int 


, ee 
meee Per 


‘Hrelt dedite 4 trove hea amod azo 6 bas saxo 
Pe ae a aaa 


per 


-. 


Re 


‘: de cee He hed gen ronant ne 
“ Paty a Ae i | ony 


iM . A t 


T=2 
14 
-6957— 


international crude competitive situation but works out 
‘against Da iis 

That is it works against the small independent 
refiner that is faced with a competitive refined oil 
market, which is not really what the crude oil costs, 
but by the very fact that the freight rates to his refinery 
are considerable higher than they are to Regina. He is 
then in a position where he can barely exist and the only 
way he exists is by cutting his costs and being so much 
more efficient or not paying his bills,.one or the other. 

"The independent refiners who, apart from the 
ma jor companies, are the only pussible purchasers of . 
crude, are placed at a serious disadvantave under the 
above arrangement as they are called upon to pay the 
posted field price plus pipeline charges plus loading 
and handling plus a freight rate to their-destination 
that is considerably higher, everything else being equal, 
than the rate to Regina.” 

The independent refiner located in Regina is, 
apart from the disabilities of purchasing oil, crude, 
in the same position as the Imperial in the matter of 
laid down costs, and in the matter of competitive 
conditions. But sat Yorkton or Rosetovn or Weyourn or 
any other point where there are indape naehe refineries 
you will find that the ratesper mile are double or 
more what they are to Regina. In fact for an equal 
distance, say, let us take the case in point, Saskatoon. 
At a less distande the rate is considerably higher and 
by the way the Imperial Oil takes full advantage of the 
higher freight rates to set their refined marke ting price. 


In other words, the Saskatoon price is the highest priae 
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of any point in the Dominion for gasoline due to the fact 
the freight rate on erude oil to Saskstoon is abnormally 
high ang it permits of no competition to attack that 
particular price for refined gasoline. } 

# This results,for the independent refiner, in a laid 
down cost for his erude thet is highe. than the corresponding 

costs of the Imperial oil, and this device suecessfully 
Limits the competition that the independent refiners ean 
offer to the major companies outside of Regina. " For 

these reasons it can fairly be stated that t help equalize 
the laid down costs of the independent shipper in Vestern . 
Canada against the shipper to Calgary or Regina, the 

pipe line rate should be as low as possible and inolude ‘the 
service of Loading. into tank, cars.". 

"ith respect to tank trucks, most of the dondisions 
that govern.tank cars are applicable to the loading SVEN. 
trucks and while it cannot be disputed thet the cost of 
providing this service is somewhat greater than in loading | 
tank cars, public policy; in my estimation, justifies 
-absorbing the extra cost in the generel rates." 

As the Chairman has pointed out there are other things 
besides profit, besides right and wrong. There is also the 
matter of the general good and public policy and thet is 
one of the factors I think that enters into the question 
of whether the cost should be borne fully, if it is ab- 
normally high, by the people that unfortunately can only 
purchase in tank truck lots. 

"as the Commission will be providing to the pipe 
line company in the general rate the cost plus a profit 
of providing tank car, tank truck, and delivery facilities, 


the pipe line company," - I should correct that ana sey 
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"If the Commission provides," - "the pipe line company; 

as a transportation agent, cannot have any valid objection 

to this policy." In other words, if it is provided that 
they are to be reimbursed for their capital expenditures 

or for the extra expense and it is paid by the public in 
general, there is no valid reeson that the transportation 
company should have the cost after all, it is paid, and 

that is probably the most vital point that they are concerned 
with, 

"Regarding the physical equipment required to provide 
adequate storage and delivery facilities for tank car and 
tank truck loading, competent evidence is tha t a week's 
maximum shipments is the amount of storage that should be 
provided, and ifwe take the 1938 shipments as a guide 
and double them, this should amply care for the reguire- 
ments of the next few years; and as we have been told 
20,000 barrels would be adequate we oan take 40,000 


barrels as the maximum required." 


(Go to Page 6960). 
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To qvaluate the capital outlay necessary for pro- 

Yiding these loading facilities; namely, tanks, 

trackage and loading racks without knowing the 

peak conditions of delivery is not possible, and 

I would respectfully suggest to the Commission 

that in view of the facilities already being in 

existence, that a rate per barrel be arrived at 

fur loading tank cars and tank trucks, and that 

this rate adequately reimburse Imperial Oil for 

the service . 
THE CHALHMAN: This what? 
That this rate be paid to the pipeline company, that the 
Commission find a reasonable rate that will reimburse the 
Imperial for the service and that this rate, yes, this 
rate be paid to the pipeline, the Royalite Pipeline Com- 
pany because it is included in the rate, the Royalite 
Pipeline will make arrangements with the Imperial Oil for 
the use of their facilities or wili make arrangements for 
the Imperial Oil to undertake the loading which will be 
probably simpler and will get paid the rate that the Com- 
mission will set, by the Royalite to the Imperial Oil for 
the service performed. | 

And that this be paid by the koyalite pipe line to 

Imperial Oil out of their general revenue. It would 

then be the responsibility of tt Imperial Oil to 

adequately provide storage and loading facilities 

and perform thwse services. 
The Imperial already has its facilities. It Goes not have 
£-10,@Q00 barrel tanks or 40,000 barrel tanks, it has 
adequate storage to handle all its own storage. It will 
not now be inthe position of taking care of its British 


Amerioan business ©° it will KS°W it has that surplus 
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facilities on had and it can very well make arrangements 
with the Royalite to undertake the loading of tank cars 
and tank trucks and under those conditions the cost will 
de considerably less than if the pipeline is called upon 
to set up its own delivery facilities and perform that 
as a@ separate service due to the factors which hve heen 
given attention to before the Commission. 
Regarding deliveries to refiners and others through 
the pipeline in the Calgary area, competent evi-~ 
dence is that it is the universal practice in the 
U.S.A. for the pipeline company to provide, at their 
own cost, facilities for delivering the crude oil 
to the consignee's tanks at no additional charge 
over the regular pipeline rate and there has been 
no sound reason developed before this Uommission why 
it should be otherwise in Calgary. 
The yard stick thet should be used by the pipeline 
company in deciding whether a delivery connection is 
justified or not can, for the present, be confined 
to the case of Lion Refining Company, as in all 
future delivery connections the parties will be 
fully aware of the statutory requirements and they 
will govern themselves accordingly. 
As has been pointed out the British American have already 
made some private agreement that no doubt will be open, 
will be reviaved by the Commission and it leaves at the 
present time the only other actual connection to take care 
of is the Lion Refinery. Now the situation there I can 
glaborate, and ir the jave of any future ecnnection, any 
future refineries or other shippers that would want con-~ 
nections, no doubt the Commission will see fit te lay down 


conm@itions or recommend ccnditions to that the Board of 
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Public Utilities will be able to pass regulations and 

& prospective refiner or shipper will know what he has 

to comply with and will be then in a position to decide 
whether he wants to comply with tham cr not and under 
those conditions I have just submitted, there is one 

thing though, that I would like to draw the Commission's 
attention to first, the Chairman has touched on it this 
morning and that is that it would be well worth while to 
find a basis, a principle, for the Board or the Commission 
to be governed by because if it is going to be left to the 
whim of any one man or two men and if they are not com- 
petent to understand not only the question of direct con 
nection but the competitive situation, the relationship 
between the different companies, it may be that they vill 
be inclined to only look at the surface, whereas if there. 
is a principle enunciated and laid down that principle 

will govern and in my estimation that is a sound and 

proper way to illustrate or at least to peectae other people 
by. At the present time practically all matters of this 
kind are governed by some principle and as a result we know 
what to expect and a vitizen should not be put in the pos- 
ition of being before his judge and not knowing the basis 
that he is te be judged by, in other words not knowing what 
the law is and that is the situation that we would be in 


if there was no principle to govern this mattar of con- 


nections. 


THE CHALRMAN: dell what do you suggest, Mr. Plot- 


kins. 


MR. PLOPEINS: 4e@ll I have gene into it a little 
further. pir, end D wilt elaborate it. 


THe CHJ: Thi Ns: S11 right. 


MR. PLOTEINS: 
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With the Lion Kefining Company case, it is obvious 
in the light of evidence that in iiontana where con- 
ditions are akin to ours tho hiontans Railway Conm- 
mission tariff provides for deliveries by the pipe- 
line to shippers in their tanks in lots of 500 
barrels or mores | 

It should be obvious that the Lion Company is just=- 
ified in denanding to be pr ovided with direat crude 
Oil delivery facilities to their refinery tanks. 
Financial responsibility is not here in question as 
Imperial Oi1 and Royallite are both satisfied in this 
matter, and the volume transported based on present 
consumption, which is 15,000 barrels per month and 
is likely to increase considerably, is sufficient to 
repay the total cost of the complete connection even 
at the fancy cost figures submitted by Royalite in one 
month if we apply the whole revenue a8 was suggested 
by tire Naylor. 

Here we have the case, at the present 
time our shipments are 500 barrels per day, every day. At 
the 15 cent rate it would amount to (2250, the revenue from 
one month. Now the additional cost of gaugirg, because no 
doubt there will have to be a gauger to make these deliver~ 
jes, would possibly be 62.50 per thousand barrels; 15,000 
barrels would be roughly speaking »45.00. Now outside of 
that the extra cost of pumping is not to be considered for 
the reason that it cannot be found because the oil is 
pushed to the terminal and it will flow to the Lion | Ref- 
ining Company's tanks with less power than it will to the 
Imperial Oil Refinery because we are located somewhat nearer 
and in a low site, so the pressure tends to foree into our 


tanks a great deal easier than it will into the Imperial Oil 
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tanks, so that if the company saw fit to apply all the 
revenue in one’ month's time they would have the out- 

lay back and after that it would be whatever profit 

would normally acerue in the operation. 

THe CHAIRMAN: £ have difficulty in understanding 
the reasoning of the witnesses who have spoken upon that 
subject. After all you say if they see fit to apply the 
rate applicable to you for a period of time, well does 
tha*~ mean anything more than to say if they see fit to pay 
the cost themselves because the rate which they would get 
in respect of you would be the rate with respect to which 
they would get with réegerd to everything ané the surplus 
would ordinarily go into their pockets, I mean I have dif 
ficult y in appreciating it when you say "Well take mine for 
the month". I do not know why you should not just as well 
say "Now if they see fit to take the B. 4.'s for half a 
month they can pay for my kine". 

MR. PLOTEINS: No, that is different. 

THE CHALIHIAN: ‘hat is the difference, you are pro- 
viding more oil presumably to be carried through the line. 
iiRe PLOTAINS; Yese 

THE CHATKMAN; put it is all going to Royalite any- 
way, it doesn't matter at all as to the pipeline utility. 
MR e PLOPKINS: hire Chairman, you are assuming that 
it would go to the pipeline but that is not the case. we 
are in the position to ship otherwise than through the 
pipeline; in other words if I was faced todaywith a site 
uation where I had no hope of getting a direct connection I 
would soon find ways and means 1f getting my oil to Calgary 
on a competitive basis, on my own fieans, and the pipeline 
would not get that business, so on that assumption if you 


look at it fra that angle, if the pipeline can secure ad~ 
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ditional revenue then they, by applying one or more month's 
revenue, they can then secure a pormanent connection that 
will give them revenue for years to come-+-- 

THE CHAIRMAN: Yes, it should have force with them 
in leading them to think perhaps it is good business to pay 
for your lines. 

MR. PLOTKINS: Yese 

THE CHAIRMAN: Good business. Now what I cannot see 
is, if they say "All right we recognize all the advantages 
of having your business but we don't want it. 

Mae PLOTVKINS: Of course if they don't want ite--- 
THE CHALTRWAN: Yes "we recognize all you say about 
getting a permanent connection with us whereby we will get 
more throughput but we don't want it, we are not satisfied 
that you will ever give us enough business or it will be 
profitable enough tc pay us or that we are going to have so 


much trouble over it that it is not worth while", I have 


“the points in view, the .one saying that it is not good bus- 


iness for us for any reason you like to think of, and the 
other of saying that it is good business for them; now 

when we have come to the point where it is to be recommeded 
tnat they should be compellcd or they should not be com- 
pelled, now on what principle do you say that to compel these 
eonnections, yes, I follzw that -reascning that far, because 
you say we want equality, but to compel them to spend money 


to serve you is something I want to understand if I can get 


to understand it and thus far I do not knew on what principle 


we should say to somebody who thinks it is aot good bus- 


-iness, "Yes, it is good business, you just take money out of 


your pocket and spend it for somebody else, that is good 
business for you sm you do it", I want to understand that. 


It may be that you are wrong or it may be that you are 
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right, but who are to be the judges that it is good bus 
joess for them. | 

iwRs PLOTKINS: that is’eorrect’, sig they are) Ar 
they have not vhat amounts to all practical purpose, a 
monopoly, if there were two lines or three lines, that 

is absolutely true because the very competitive situation 
will eliminate all these problems. 

THE CHA IRWAN: You point out they have not a 
monopoly, you just told me if they didn't serve you, you 


will find ways and means cf getting it up here to compete 


with them. | 
MR. PLOTKINS: Yes. 
TH CHA This I: 80 the monopolistic features, if 


there are any, are not in the way then. I am not talking 
about whether you shovld get a connection or should not, 


that may be the subject of another discussion. 


MR» PLOTKINS: Yese 
THE CHAIRMAN: EL an talking aboutesss-- 

MR. PLOTEINS: the prinoiple. 

THE CHAIHVAN: why this Commission should say that 


we can in good conscience recommend that we go into the 
pockets of the Imperial to pay for the line to Plotkins, I 
want to know why we can and on what principle we cam do it. 
MR. PLOTKINS: T will try and give my views. 

THE CHAIRMAN: i Td oan understand that you can say it 
4 good business fur the pipe line company to get more buse- 
ineps but I do not follow where anybody says that, where 
the pipeline company says it is not good business, in fact 
we are told that nobody ever furces them to make a connect~ 
tons "Ian cot buo sure where thew improperly or for any 


reason which ssems, improper, refuses a connection, that they 


Mi . e4 Mm 


nly wey 


ake 


a Al 


‘iar ‘) 2 
ae Mee 
' Wan | ie 


 idabod: boon :& rE “i i ‘hal rani akeoeha ase fa Rie 


) : Ay smh a vee : 
ise ee: en meer * he , 
int ae ole oh Wey ee: “eohags a Fei 
rs Leen Kee et t : of * a 


Meoekos Saees ar ia a, aganons hu ei 


r = A ree 2 
Caner ou Mg a . 


Weis. eet ea zi “ee ‘asnt.t “owt ouew " ” if P 
“SGRe espe awhe ed ssi A eta vend } one sued Wel the 


ried ; > Hi a “a Re ie M 
1. abs AP a ee Pesinias , a “be ese oY a f lp . Louse } iy , 
<= Pr: . e Bi Hf We e fa 8 
oe ate arcede ahd » ‘wae 16 ee om : Aioo Mat ‘see 
a we » 


oe is Peek ee 


ae 2 Paks doe athe Belay a3 7 Ss 
ca Fite ey OR nS Sa aie 
4 i 


A ere aren wet ny ii MEME a RT i 
Py ee ORE? rahe oa fyi feigenats ‘ot & Cite ae Sie at as 
by. 2 
Ba rs ge Ne i Pee NE oval a ea 4 “TE ae 


ee PACE. ie ay 4 stad ne ‘aw walt aj Rene one. 


: - ' : ¥ 
fryer hae Te ea Sct Was ial i Le ae Ear ae 
Re . ae . 4 


Oe 2a wee ce, oa ‘ice hen “spe 


Aig 3 
é A ne Gee At } . 4 
: ee ot: ty) Ee 
se an up a ay een 
onl ieee dia, Rye eee : 


aia ‘ide X aababen, Sai a 


esq sokeg: ent: ear Btuyotee 


iabead fo ota Geli 


“ ie ah “tak ai ‘ . me 


4 


es ‘ye nibh sik ji ‘haa GR pelea vou 
| ee mith alt “i oq, oF Latvegat out, ad 
Oh a6 alts $09 baud fae ai ‘tas is aw we porpays 
ements tan si a Dike ‘ea tke 7 | 


$2) tye Dae oop owed ee ne sabe uke %: Ay ee 
‘ine COM CLE Tr Ce agigign Bett aatG edt eon: sponbents 


‘Sali ins Vie iibodea ‘wenn: wont’ dons ob wut 
Rei! Bw a oe: Ate Wupane #08 


an ae Lar at sivas Y 4 ,ey nd +o ch  ubedon ie 
i ‘ee ad ai: 


Cate is sont 4 iy ‘+ n He 
«- rat yee h Soy | ey mt He Nf aa, ; ihe ce Ge 4 eee ce : 
ian sy Pete 4 * + ie a, da y . ¢ 
r by ape i ; if 7 a ae i her) 
- ‘ 7 way : V's 

iy oer) - 


} 


C~3 


mo Oa 


Should be forced to give it, that is one of the functe- 

ions of regulatory bodies to see there is no discrimina- 

tion but to say that they should do it, to provide the 
service for you out of their pocket is something I would 

like to be clear on. 

MRe PLOTKINS: I quite appreciate that point, Mr. 
Ghairman, and if we apply the ordinary rules of busineas 

to this situation and analyze it, we will find that the 

Bame principles must govern as already has been pointed out 
by the two witnesses from the United States; they consider 
there is enough crude going to go through that line and then 
they will make the connection, all right, now wa will, we 
will take a given case, a thousand dollars or ten thousand 
dollars for the connection, the complete cost, and the pipe+ 
line will have to manage it or the pipeline will have to ask 
itself "well now what are the chances of getting back this 
capital ina reascuable time plus a profit", Now the nature 
of the oil business in this case where the pipeline is asked 
to make cunnexstions tu independent refineries, tecause I 
presume there will never be any questions between the companies 
well then it is obvious by the very nature of the competit ive 
conditions that the independents' refineries business is not 
stable, we have that as the general knowledge, and as a re- 
sult of that situation the pipeline could in all justifica~ 
tions uot “Well now you are here today tut in a year from 
now or two years from now you may be out of business witn the 
regult that if we spend the money and feel that we cannot rex 
cover it except in five years‘ time, except in the case of 
your refinery, oxcept over a poriod uf five years or ten 
years, well we do not feel tt it is good business for us 


to put our money in and at the end uf one year or two years 
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before we have recovered our capital and the actual 
charges you go ous of business, that has to be taken 
into consideration’, so therefore it woulé seem to me 
that the question of reasonable expectation of business 
is one of the factors that will have to be taken as a 
basis; the cost of the line is another factor; the yearly 
amount from that business at the going rate that can be 
applied towards the redemption or amortization of that 
cost is another factor and when we have those three 
factors and a proper basis for each factor, it can be 
readily determined in each case, because they will be 
able to judge the amount of oil which is likely to be 
carried over a period of time, likely to go through the 
line, in view of all the vircumstances. they will te able 
te find out definitely what the cost of the pipeline, the 
service line will be. They know what portion of the rete 
they can apply towards anmortizing that investment and as a 
reault of that they will be in a positign to decide, if 
they want to make it without any question or if they want 
to set conditions, now if they feel that the chances are, 
the probabilities are, that the refinery is not likely to 
stay in business or that the volume is not likely to con- 
tinue sufficiently long to bring about the conditions that 
they have visualized for themselves, then they will ak the 
refiner to make an agreemont based on the same factors that 
they would work un themselves, to a ther put up the money, 
to put up the money for that line and be reimbursed on the 
same basis as they would reimburse themselves; in that nan 
ner there would be nu financial risk of any magnitude in- 
volved because,t here would be the risk that there would be 
no business, but the unkuown factors would be reduced to a 


basis and we would have some principle that anyone could 


ay Lite tena ‘< ~ ee ~ ‘ . a J . _ 


= 6969 = 


understand and translate into facts to be governet by» Now 
I am pointing out in the case of the Lion Refining Come 
aay 

THE CHALRMAN: Your principle, as I understand it is- 
that whenever it is good business for the pipeline corpor~ 
ation or corporations to make the connection they should be 
forced to do so. 

MRe PLOTKINS: If there are no others, now when you 
say "good rusiness"-<-- 

THE CHAIR AN: wood business for them. 

MRe PLOTXINS: You have to take more than that into 
GOnsideration; for instance as you pointed out a few mo- 
ments ago, they may have trouble with that utility, they 
may not want to do business with them, they are not in a 
peaition to do a clean-cut business and for that reason , 
apart from all other considerations, they may ask the Board 
or the Commission that controls it, to set conditions over 
and above the ordinary condition. In our case that is not 
the fact because we have had no trouble in connection with 
paying or delivery or relations. They have been most 
pleasant, so I want to point that out from the operating 
standpoint, there is no trouble, so it if a matter of 
principle, in other words the competitive factor Which is 
not handled by the local officials is the trouble, 

so I want it to be understood that our relations wth all 
officials and all operating companies are absolutely cordial 
and very pleasant because under those conditions the work 
oan be done better and we have no complaint, as I pointed 
out earlier in my submissions, as far as the conditions 
that govern our relations in the matter of working out do- 
liveries or purchases or anything of that kind, so that 


apart from the facts, which I heve stated, there are various 
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consideretions and one of them is this question of 
comparability in business, we find it sometimes neces- 
sary to refuse to do business with someone, why, be- 
Cause the bother or thertrauble is more than what profit 
or even apart from profit, at any profit or at any amount 
of money, that there are times we refuse to do business 
with certain people or with certain organizations so that 
the pipeline can use that as a justification but I would 
think that that wowld also be subject to review by a com~ 


petent body. 


THE CHAIRMAN: They are common carriers nowe 
MRe PLOTEINS: Common carriers. 
THE CHAIRMAN: They have to take what is offered 


to carriers. 

Mn. PLOTKINS: Yes, but the pipeline company is 
not in the same condition as a railway, they have a 
schedule and they can compel payments. 

THE CHA IRs N: Yes, they are as much common car- 
riers as the railways right this minute. 

MR. PLOTHINS: Yes, I may be wrong in that aspect 
because after all they are in the position of compelling 
payments, they hold the oil as payment and that is not a 
question then of credit where they have no security so 
possibly from every standpoint they are -ble to enforce 
coné@itions that the law governs, that they are goverend by, 
so that if the basis I have taken, Il have enumerated, com- 
mends itself to you it is the ordinary basis of any in- 
vestment we make in the oil business; for instance if I 
have in mind to build a distributing station, the sane 
principle, the sane basis that E have stated governs our 
business and I cannot sse any others that are fundanental, 


that would be necessary in order to lay down a rule and de- 
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termine the basis that the pipeline should make these 
connections on. 
THE CHAIRMAN: Supposing it were thought to be 
good business for the utility to buy expens ive 
racks and tanks for the loading of tank cars and tank 
trucks, do you think as a refiner who has no interest in 


that except in your own yard, should pay for them, 


MRe PLOTKINS: ixpensive ones. 

THE CHAIEMAN: In the rate. 

Miy.. PLOTKINS: Well why do you say "expensive ones". 
THE CHAIRMAN: I wés assuming it is good business to 


do that, I did use the word "expensive", snd I think it is 
all right to continue to use it, providing it is good bus- 
iness, then expensive ones will be cheaper than cheap ones. 
MR. PLOTIINS: Possibly. 
THE CHATRMAN: I am assuming that it is good bus- 
iness to expend considerable sums of money in respect of 
the loading of tank trucks, do you think you Mould pay for 
that. 

A Well now I will say this, that if arrangements with the 
Imperial Oil can be made whereby the cost to the royalite 
Oil Company, the Royalite Pipeline Company would not exceed 
24 cents, the total cost of loading ail the tunk oars 
thet we can visuslige at the present time, it would not be 
sufficient to effect the rate sufficiently for me to be in 
terested and as a une of general policy I would be will- 
ing to contribute my share towards the widening the market 
so as to reduce costs. 
THE CHATHuAN: That is to say that you think these 

charges 23 or whatever it may be should go into the general 


rate? 


Wie PLOTKINS: Yes, because I do not think they will 
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affect the rate very materidlly. 

THE CHAIRMAN: What IL wad leading up to was, I 
was wondering whether you should pay that since you 
suggest that the rate: be set,that the utility reimburse 
itself for putting down the line for you out of the rate. 
MR. PLOTKINS : Yes. 

THE CHAIHMAN: If they do that either they are 
taking it out of their own pockets and making you a gift 
of the connection or it is provided for in the rate, 80 
that you will get it, and if it is the alternative, then 
those who pay the carrier's charges are being charged, are 
ultimately paying_for~—your. connections. 

MR. -PLOTKINS;: That is true, sir, providing I do 
not. 


(Go to number 6973 ) 
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MR. PLOTKINS: That is trae, caaa. 
provided I do not ship enouvh oil through that 
connection. 

THE CHAIRMAN: They are still paying 
for your connection but they are setting the 
benefit of your trade? 

MR. PLOTKINS: Yes, so that the other 
Shippers are not venalized. 

THE CHAIRMAN: They are paying that 
rate tco that you are paying. You see, we will say 
there are six people using the line. You are 

one of them. all right, you want a connection. 

MR. PLOTKINS: Ves hoe i 
THE CHAIRMAN: A® least you are a propose 
wser of the line. There are five people using the 
dine. You say you want a connection, and tirat will 
make six. You say "Because J am Duying O1Diwiion 

I would otherwise bring here by truck or some other 
way, and you are going to get some more business 
through this pipeline, so I want a proportion of mat 
I pay. I may pay the same as the other five but I 
want a proportion given back to me till my line is 
fuaoy paid far." All those other men are paying the 
game rate as you are. The utility does not care very 
much. One can, perhaps, understand their casualness 
because they hope to get it out of the rate. But 

the people who are paying that rate, who ultimately 
provide the money, they are buying your line. They 
do not care tuppenee about your line, presumably. 

But you say you have orovided additional throughput 
which, if it were great enough, would have a counter- 


balancing effect in their carrying more oil, so it 


iNet mui | ee é 
cancer ‘ } a 


~be | : dere A hk cg a 
TAS AMT Bs PRED A ed 


* 
» 
; ; Y as 4 may ; 
te ute | fast . oh eer. irav j 
oe | wg. Seabee Gar. Roe ines.) | MSSM ine hy 5 
wo NG q Nice fis Spine ORG * 
\ i ae 


ddd wets oh amp wali fais ext onaxcos “gt, rel 
| Sohne tomy to. reaed 


Gest tee | ae | BA WTGTS. 4 ale rr 
2 Ath tags a | Pete ey | 
bm Laman ton ons area bey 
tee | eS. Cee | 


o WEES Ee wif BOX, fang, ope L 
Dt Sane gitey es [eos 2 a ae 79) 


An at ea 


AO OSG BSW see stan een nog to ee 
[Are yg ; : sure ey 
iis) hee eA pee, wor eae 


ce ae 2a < Se p) | a | ' Ha, Mie 


ae 
i 


am 
ites 
a 
+ 
> 
~ 
- 


ae a oe 5 a onthe ‘oat te. 1880 
SOREDB © OTSA AE Gt Sanam Me ie 0%, “veal 


I aly fe 5 fF ¥ s : ‘ a ts “, ae ot Ad sone” ‘ Vee HOY 4 . Py ve te elem 
? rs) 


ISS AIO: 1 a ie paeyt giiigd e on bwin +0, Kiwon oy 


ee aa 


- 


ORE ORNS EE GEOR aay. ot atic. Sis Moy, dae ome | 
a _ ‘ P 5 ees y' Br art Ai / A 
Rao BOLI SgoId & thaw ee 49a tfenaty td, Agger 


. . We ee : 
Lovie’ 297i: sedeo. eit. «3 eee 
; . NEES SOR. ae ae fae 3a4 Bsn 1 “¥eq 1 ol 
, i aS eee : » uy 


arian Ak NE le sai 0 Aone, Sti, soft xayorc a taew . { Gj 
ces eA, oe Pete: ST ME. Pee a | "9% rsy unt < 
Miey ete tor ge Gah G0 f. ‘isa eee ain Hor ee tat pa Ae . 
Rawmsoiene sede boaten. bn a _ fapitreg. fee 9it0 pee 


. By oh 
Ce ce 
, ¥ 


Hee: seth Gas. tot. tt Sd Ba bag sid eds eeneged — 
SE Sg Se . “aap eri oie is en: 
Veet te ont, .etey Yedt aolysy rte, one eiqoeg ale Ne a 


p bee 


7 van 3 


youre mak fUey gatvd tote wort. - ae os _phtyor 
isl nse<t; wend {- aHoy, tuada. POI, ust ang tom ¢ 
Librrenies:s minted ooh HOR, | 


f-8 


~6974- 


Should have the effect of reducing the rate. 

MR. PLOTKINS: Yes, 5 irs 

THE CHAIRMAN: The volume of your 

Oil would effect, or should effect, a reduction 

in the rate? 

MR. PLOTKINS: Ab) of can s6ay Vea athe 
other five, if the pipeline company paid for the 
service line and the rate had orovided for that 
connection, in my case it would be exactly the same. 
We will have paid to the Imperial Oil a rate that 
would of necessity provide for the full trunkline 
of the Royalite Oil Company. The terminus of that 
trunkline is right in the yards of the Imperial Oil. 
If, on the other hand, the Royalite Pipeline 
reimburses the B. A. for the line they have now 
constructed at their expense the B. «a. will be in the 
game position as the Imperial. in both cases the 
rate will have paid for these connections. It is 
true that they have not paid for it out of revenue 
at so much a barrel because, apparently, there will 
be no question, or at least there was no question in 
the ease of the Imperial; in the case of B. Ay I ae 
not know what the situation was. But assuming that 
the pipeline sees fit or that the Board orders that 
that oayment be made by the Royalite Oil Company to 
the British American the position will be exactly the 
same as in our case, if I ask for the same privilege, 
if IT am able to comply with the same conditions. 


Now, there is another 


factor I want to point out. The utility is concerned 


with business because we have to-day---I can point to 


an 
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a good illustration. Only yesterday there were no 
competitive factors entering into the picture. 
The Royalite was assured that there was no source 
of supply of crude oil of any consequence and they 
could very nicely sit back and say "Well, you have ta 
come to us.” But if this new field develops crude 
Orlin surficient quantity and I am able to choose, 
because with the knowledge of the business I have 
the Steveville Oil will have to be laid down in 
Calgary in competition with Turner Valley, and as a 
result there will be no pipeline, because the field 
is located practically on the railroad, two miles from 
it, and it means there will only be gathering lines. 
AS a result, when I go to the Royalite's pipeline 
company a year from now the situation will be considereb 
different. So that if we look at it from that angle, 
and that is the way we now in the oil business must 
look at the picture, then the situation is not that 
the utility does not care. Because it must safe- 
guard its investment and the only way it can 
safeguard it is by continuing to obtain patronage 
from shippers. 

"If we take into consigera- 
tion a further fact that we ourselves only produce 
150 barrels daily and purchase from Imperial Oil 
350 barrels daily, on which the Royalite. makes a 
production profit, there is no valid raason why we 
) should not be given direct delivery facilities." 
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previously in my testimony, that it is not strictly 

a transportation master in the ease of the Ruyalite, 
where they are also producers of crude oil, and 

while the Commission can divorce the functions the 
company will not divorce in their own minds the 

matter of production from transportation. So if I 

am able to buy crude in Stcveville that has been 
produced by someone else and that they lose both 

the production profit and the transportation profit, 
they will be more amenable to giving a pipeline 
connection without quibbling than they would otherwise. 
So that is about the position we find ourselves in. 

THE CHAIRMAN: That do you say the 
capital investment is again? I know you have 

spoken about it before but would you mind putting it 
in again in a word? That do you say is necessary 

in the way of capital investment to provide you with 
the connection you want? IT mean on the evidence. 

I do not recall what the evideme was? 

MR. PLOTKIN: No, I do not recall what 
the evidence was, but I have in mind, roughly, I will 
foi.e little figuring and 1 think I can sive i0 tolvou, 
THE CHAIRMAN: You gave evidence on 

that, and so did Mr. Coultis. 

MR. PLOTKIMS: I do not recall the figures. 
TH CU.IRMAN: Ch, well, do not bother: 
we will find it. 

MR. PLOTK INS: It iS8:not very erent. 
considering the volume that we move, and the distance 
is comparatively short, 1750 feet, as feeder lines go. 


MR. COMMISSIONER LIPSST?: I think, Mr. Plotkins, 
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Mr. Goultis' figure was $700.00 for the connection 
at the pipeline, and between $1500.00 and $1700.00 
for the connection to you, which, I gathered, might 
be increased in some circumstances to $2,000.00. 
That is right up to your tanks. I do not know 
whether you gave a different figure or not, did you? 
MRi PLOTKINS: Yes ool would be prepared 
to put in our own pipeline under the direction of 
Mr. Coultis' engineers or his own personal direction, 
and subject to his snvecifications, and conditions, 
insofar as the pipeline connection is concerned. 
That is not the connection at the trunkline. I 


would do that for 45 cents a foot. 


THE CHAIRMAN: 1700 feet? 
MR. PLOPKINS: Yes. $850.00 to $900.00, 


roughly speaking. 

THE CHAIRMAN: Mr. Erawley,I think we will take a 
short rest before we hear you, we will resume at 

a quarter to five. 

MR. FRAWUEY: | Mr. Chairman and Mr. 
Gommissioner. I presume that what Mr. Nolan calls 
the high-lights of this part of our Enquiry are the 
loading, terminal loading rate, storing and loading 
rates, and the rather troubleseme question of the 
service lines into refineries. Now, dealing first 
with the question of what evidence has been submitted 
to the Commission to enable them to arrive at a fair 
rate to be recommended for loading into tank cars and 
tank trueks. The evidence is not particularly 


satisfactory about that, and without being unduly 


critical I simply say that there has been no opportunity 
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by either the accountant retained by myself, or 
by Mr. Cottle, to examine as closely into the 
costs, both capital and onerating, involved in the 
loading facilities, as there was in connection with 
the main pipeline matter. It is obvious that we 
will have to do the best we can abcut that al though 
it must drive the Commission to act on the evidence 
of the meh who came from the United States and follow 
their suggestion as to what 4 fair rate Should be 
and recommend accordingly. | 

However, I have gone to 
some ovains to prepare a statement, and there being 
no time to put it in statement form I will read it 
into the record, what the rate would work out at on 
the rate-base method, assuming we were endeavouring 
to work out a miniature rate, that is on the loading 
facilities, and using the figures as we have, and 
virtually accepting them in a very large part. 
Now, I find, therefore, that the capital for the tank 
ear loading - I am going to divide it into tank car 
loading and tank truck loading, the investment, 
looking at Exhibit "244". The capital investment is 
42,824.68. Now, when it comes to depreciation 
there is a departure there, because I am going to adhere 
to my submission that the depreciation should have some 
regard to the life of the field and, therefore, in this 
calculation I am vutting down the depreciation as 
#2,250.00, devreciation or amortization, using the 
lifetime of 19 years. For taxes I am taking the same 


figure, $214.12, as in the Hxhibit. Then lumping all 
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the direct costs - not because I am approving of 

them all; but that is the Only evidence that the 
Commission has - I am taking all Mr. Moore's direct 
costs, $37,846.41. Now, I am putting down a return. 

I am not using the basis that Mr. Moore arrived at 

of operating costs and then adding in Biles to bring 
it up to the 2 cents. I am allowing a rate of return 
on the investment of 10% and, therefore, that item, 

as an expense, is $4,282.46. That makes a total expense 
of all kinds of $44,592.99. 

MR. COMMISSIONER LIPSEI?: Jill you repeat that? 

MR. FRAWLEY: 944,592.99. Then, taking 
the total of the deliveries by tank cars in 1938, both 
the Imperial Oil's own business and what they loaded 
for independents, as three million, and it is almost 
three million, as shown by Exhibit 2aem, it is 
actually B,9a0,605) parrels. And using the same 
method as we used in the earlier part of this Inquiry, 
and for the purposes of my submission duplicating the 
1938 experience, I divide the 3 million barrels into 
$44,592.99, and I arrive at a rate per. barrel of 1.48 
cents. Now, 1.48 cents is the cost exclusive of 
storage and losses. Losses, I am taking as .58 cents, 
because, using Mr. Moore's figure of .4848% on the 

sale price, that is on a $1.20 refinery run of crude, 

I ada this .58 cents and that gives me 2.06 cents per 
barrel. That is the cost exclusive of storage. Now, 

to deal with storage. We will assume 125,000 barrels 
of storage as being sufficient for all loading purposes, 
and going again to Exhibit "e4e" we find that the loading 


was, the biggest loading month in 1938 was 417,379 barrels. 
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That was in the month of September. Therefore, to 
endeavour tc provide adequate storage to look after 
the peak months, for all purposes, Regina, Imperial 
Regina, B. ». and independents, and that is taking 
the company's own figure of $35,000.00 per annum 
rental for what they had to pay for 209,000 barrels, 
just a few baérrels more than 200,000 barrels, then 

the sum of $21,750.00 should take care of 125,000 
ba-rels of storage, which I am suggesting should be 
sufficient to look after all of the loading, both for 
the Imperial and for the independents. That gives me 

& figure of .725 cents per barrel for storage alone. 
«725 cents per barrel. . I add that to the 2.06 cents, 
erect leect, o.(G Cents, per barrel. That then is the 
figure which should be the cost plus a profit of 10% 
to load out tank cars and to take care of the storage 
requisite therefor. Then I come to tank trucks----- 
MR. COMMISSICNSR LIPSETT: Mr. Frawley,may I interrupt? 
Jas that storage based on 7 day storage or on a month's 
storage? 

MR. FRAWLEY: That was on a month's. 

No, it is a week. Tt is 7 days. We took the biggest 


month, really, and then we brought it down to 7 days. 


Surely. 

Then I come to tank trucks 
and I want to call your attention----- 
THE CHAIRMAN: and amortized, Mr. Frawley? 
MR. FRAWLEY: Amortized. No, we did not 


do it on the amortization basis. That is using their 


rental basis. So it isa sort of a service.charge, 


and that includes the use of the utilities and everything 
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else, heating and everything else in conneetion with 
that. Then I want to call your attention to the 
fact in allowins for that storave of 125,000 barrels 
we have already heafd in evidonce here that you 
should add 20% for effective purposes. 

Then taking tank trucks 
and using Exhibit "245", not being able to deviate 
ye-y mach’ from that, i. the same way the capital is 
so. 114,00. Now, expenses. The first expense is the 
amortization rate, and I am using the same 19 years 
that I submitted earlier, $322.00, and the taxes, 
$50.00; as shown on the Exhibit. Direct costs, 
$1550.00. That is 4.24 cents, multiplied by 
46,500 barrels, which, according to Exhibit "245", 
is what they expect to load out in tank trucks at the 
rate of 100 barrels per day. The next and last item 
of expense is return on the investment, and that, at 
10%, is $611.40, which makes a total expense of 
$2,533.40. Pividing that by the amount, by the 
barrels, 36,500, we get a figure of 6.96 cents per 
barrel, which is exclusive of losses. We add the 
loss, .58 cents ver barrel,and we arrive at a figure 
of 7.54 cents per barrel. There is no allowance in 
there for storage, because it does not appear from the 
Exhibit "245" that there is any need for it, in any 
event. 

Now, then, on the assumption 
that the Gommission should desire to make an inclusive 
rate, as has been submitted to them, this afternoon, 
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an all-inelusive rate to cover gathering, trans- 
porting and delivering, both to refineries, tank 
cars and tank trucks, then we would multiply by 

5 million the number of cents ‘per barrel that it 
takes to deliver into tank cars. In other words, 
I said 2.78 cents. Multiply that by 3 million | 
and we arrive at the sum of $84,0::0.00. That will 
provide sufficient money to nermit the company to 
make in 1959 comnlete deliveries into tank cars. 

S30 we have 84,000.00. Then we go to tank trucks, 
and you will find the co8t is 7.5 cents, and 
46,500 barrels are to be loaded. 

MR. NOLAN: 7. what? 

MR. FRAWUEY: 7.5 cents. We find 
52,750.00 provides the money to load into tank trucks. 
We add these two costs together, $84,000.00 and 


s° 750.00, and we get $86,750.00. 


(Page 6983 follows. ) 
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Now that is the total cost of loading tank cars and tank 
trucks, including storage and losses, that is the com- 
plete figure. Now we divide that, now on the assumption 
that we want to find the all-inclusive rate we divide 

that by 6,000,000 barrels, being the throughput in sy Boe 
Which as I have said I am taking into 1939, we divide that 
by 6,000,000 and we arrive at a rate of $1.44 per barrel 
and that is to be added to the X cents which the Commission 
will find to be the rate for gathering and transporting 

so that at least now, assuming that the Commission is satis- 
fied with that kind of a calculation, with the infirmities 
which £ point out as I go along, chiefly that there has been 
no opportunity to examine these costs and a certain amount 
of estimating ha= to be done, just fulfilling what I regard 
to be my duty in putting before the Commission everything 
which is in the evidence after a fashion and feeling the 
Commission in my submission will want to use it and deal 
with it, we find that there must be added to the rate, to the 
pipeline rate with which wewere concerning ourselves before 
the lst of April, a sum of §1.44, and that whatever it will 
result in is enough to gather the oil, transport it into, 

to the end of the line in Calgary and put it into the re- 
finery tankage, put it into tank cars and put it into tank 
trucks; in other words that is the rate which i:r. Plotkins 


advocated today. 
Now there is another way of doing it 


alternatively and it works out to a little bit less and 1 
want to give that to the Commission; take the 2g cents which 


the witnesses say is a fair charge to load both into tank 


cars and tank trucks, because at least Mr- Hull said that he 


would not add anything to his eg cents for tank truck purposes 
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and you will find that, hr. Chaimian, in Volume 55, 
at page 6751, where in answer to your own question he 

said that he did not intend to add anything to the 24 
cents; there was a small additional cost but it would not 
result in there being any necessity to ada say teeta to the 
rate; now then let us take 24 cents then arm let us ada 
together what they load int> cars and load into trucks, 
that is just adding the 3,000,000 to the 46,500 and we have 
6,966,500 barrels; that m2ans that the sum of $75,918.50 
Will supply the money to do that; take the §¢75,912.50, 
dividing that by ©,000,000 and we have something a little 
less, we have 41.26, (1.26, actually 91.2652, that then 

is the figure of that basis which has to be added to the X 
cents that has been or will be determined as tle pipeline 
rate otherwise. Now then that is, if we want the alle 
inclusive charge, I will have something to say in my sub- 
mission, whether there should be a separate charge and 

some things seem to be fcr and against it, but in any 

event that is what the Commission is faced with if they de- 
sire the all-inclusive charge; now then on the rate base 
method, to arrive at separate charges, assuming now we abandon 
the advisability of an all-inclusive charge and we want, we 
set out to find what a separate charge will be, well of 
gourse that is a very simple thing, we have, on the rate 
base method, we have just to take two exhibits, to take 
Exhibits"244" and "245" and probably, using a depreciation 
figure which I suggest, it is very small in decimal points, 
but using the 19 years' depreciation rather than the annual 
@epreciation in the Exhibit "245", we have a tank car rate 


of 2.78: a separate tank car rate of 2.78 and again using 
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making a slight alteration in the Lxhibit "245" we 

have 7.04 cents, practically the sasie as the company's 
Submission, 7.54 sents as a separate charge for load- 

ing into tank trucks. Now I say say at once that of 
course does not commend itself to me at all as being what 
the Commission should accept. I say first of all that the 
truck costs are particularly unreliable because all the 
company says is aoa on 19388. It is not even an iten- 
ization of what the cost would be but they have it worked 
out at 4.24 cents per barrel as shown in ixhibit "245", as 
to what their costs would be based on 1988 and in 1988 
they had no truck movement at all and I say for that reason 
Chiefly these figures are not reliable and in any event I 
want to point out that neither myselt nor anyone else has 
had the slightest opportunity of inquiring into these costs 
in any fashion whatever, so I go from the separate charge 
on the rate base method---- 

THE CHAI. AN: Because those who made the tabula- 
tions were not here to explain or verify then. 

ike FRAWLEY: Yes, I should add that to it, be- 
Cause after all tire Nolan put in Mr. i:oore who had to ad- 
mit, I think twice, that they were not his figures, he 
prerared something and sent it down to Toronto but the 
Exhibits'"244" and "245" were Toronto statements, so I an 
certainly going to abandon the rates which emerge from 

the two Exhibits "244" and "245" and I am going to rely 
frankly on the evidence of wir. Hull, who certainly is a 

rer one camu into this witness box, be- 
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having that in mind for that kind of operation thet we 
are talking about here, it is 24 cents so I am going to 
take 2% cents and I am also taking wr. Hull's submission, 
evidence, that he is not thinking of adding anything to 
the rate when he asks for, when he said that it might cost 
a little bit more, the Chairman at page 6751 said: 

"I do not understand him to say he would add anything. 

He said the operation would he more expensive but 

that when it got down to putting any figure, as I 

gather, it was a negligible thing and that thenee 

fore because of that the practice was to cover all 

these kinds of vessels with the 24 cent rate. I 

may be wrong in saying that". 
That is correct, sir." 
MAJOR LIPSETT: dhat page is that? 
MR « FRAWLEY: That is page 6751, in Volume 55. Mr. 
Naylor, of courso, I want to point out Mr. Naylor said 24 
cents and then doubled it, but he frankly, in fairness to 
Mr- Naylor he when prassed, hardly pressed even, he said 
“well that was just a guess", so now iir. Chairman, that is 
all that can be said from the evidence with respect to this 
loading charge. 
THE CHAIRMAN: You say that for the performance of 
the terminal service, having regard, having consideration 
to nothing being added to the rate base or nothing else, 


there should be a service rate allowed for the service of 2s 


eents a barrel. 


MR. FRAWLLY: 2 cents per barrel. Now that is on 
the assumption, and that is the figure which I submit should 


be charged, if there are to be separate charges. If they are 


to be all-inclusive that 2+ cents, in the very fashion I have 
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shown you, goes right down to 16285 cents, li 1/4 cents, 
if it becomes all-inclusive; nerhaps this is the way to 
put it, if you rule out the all-inclusive rate, then Mir. 
Hull's 23 dents becomes > -11/4 cents; now that is pre- 
cisely What happened, because of course the volume is 
vulce, everybody is paying for it, if it is the all+ 
inelusive rate every barrel that goes through the system 
pays its portion of this loading rate; 

Now should there be a separate rate 
Or Rhould there be an all-inclusive rate? .i/Jell it ia pret- 
ty difficult to make up one's mind about that but it does 
seem to me that the inequalities are points to be considered 
and it may be preferable to name two rates. After all I fing 
Lt difficult to understand why,-notwithstanding what Mr. 
Plotkins had to say today,-I find it difficult to know why, 
if rire Harvie's company wants to load, wants to go intu 
the business of loading cars for its refinery in Moose Jaw, 
even although it is a on a cost basis , why they should pay 
cost plus something elst to the Imperial Oil Company to have 


thea do that work for then. Wow I find that difficult, it 


ig quite true they can, it is nota physical impossible op- 


eration at all. Wr» Harvie wants certain cars sent down to 


moose Jaw, he orders the Imperial Oil Company,~because let 
me stop now and say that insofar as 1 am concerned, Nr. Chair- 
man. I have no: misgivings av all, I may be quite wrong but 

; 


in my submission bhecsgatudes Chapter 4 of 1967. 71 


and completely implements the recommendations of this Coir 


mission and make the loading assets of the Imperial Oil 


Company, Limited, common carriers and public utilities just 
ap much as it made the pipeline, the trunk pipeline of the 


Royalite Oil Company; 80 I say that it is true that ivr. 
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Harvie's Company can order the Common carrier and publia 
utility, the Imperial Oils, Limited, Loading Department, 

to load his cars for Moose Jaw but I LindPisiaareveuLs 

too, that is to satisfy myself that it is fair and just 

that he should have that business taken away from him. He 
can operate his business, after all it is the business of 
refining and of selling crude oil, it has not loat its 
character as a private business,and there may be reasons, 

I cannot think of any now, why ir. Harvie might want to keep 
that knowledge to himself, he is a competitor, he is a com 
petitor, and iir. Harvie may have reasons for not letting the 
Imperial know how many cars he sent down. I quite agree 
they handled all last year: when he shipped a car, he was in 
that position, that he had to give, he even had to have his 
gasoline made by the Imperial Oil but now he is on his own 
and it may be that it is not right, and unless there is 

some advantage. that of course is not a terribly important 
matter, but if there were advantages in favour of the all- 
inclusive rate,-Now Mr. Plotkins pointed out ons t Oday and 

I was very interested in hoaring tir. Plotkins' observations 
because one would suppose he would have the same iuterest as 
Mrs Harvie but he says "I am willing to forego what benefits 
I might get from that, I have the loading facilities there, 
I need then for my white products to load them and i might as 
well use them for loading crude oil", and 2 understend Mr. 
Plotkins intends to stay in the business of jobbing crude 
Cui, CEL he-is8 not going to be able to load them, because 


he is willing to let that go to the utilities and he says 
S 


there ig some advantages in the extension of the market, that 
e 1 you 


is something which might be worth considering, I do not know 


ai slate that into extra barrels of crude it 
how you will translate tnat t 
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would push through the line but I quite agree, quite agree, 
that if that loading charge is left to the utility and the 
business is kept there, it might have the result of off- 
petting in some slight degree these very troublesome 

freight rates that these refiners in saskatchewan have to 
pay,~ I do not care so much about the Saskatchewan refiner« 
ies except as potential purchasers of Turner Valley crude, 
then of course they are of interest to us,~-frankly I am just 
a@ little afraid I am not going to be of very, very much as- 
Sistance in my submission as to the all-inclusive rate as 
against a separate rate but I certainly I see some inegual- 
ities there. Now the advantages are to put a small refinery, 
wre Munroe for instance, as much on a equal basis with the 
British fAmcrican and the Imperial and the Lion as we can; 
well it probably helps him out some,it is true, bu he still 
has to stand the 9 cents I understand to get it up the hill 
to where his refinery is, he still has to stand 9 cents, which 
is 5 times what we are talking about, so he is at that dis- 
advantage, which we vannot do anything about. I guess it gets 
down to an investment proposition. There is the theory of 
rent, thet the further out a man is from market the less rert 
he should pay because he has other costs which go to increase 
his total cost. The theory is that he should pay less rent on 
the theory that he had it made up to him in having lower costs 
otherwise, aud perhaps there is something in this, after all 
the Munroe Refinery is not within the Calgary refinery area, it 
is not 200 yards from the pipeline as lir- Plotkins is, it is 
not even 2 miles as Mir. Harvie's is, he is some 5 or 6 milés 
away, as I remember the evidence, some distance away anyway, 
80 I do not know, anxious 4s the Commission may be to put 

ple on an-equality, I do not think that can be at the ex~- 
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pense of being unfair or interfering unduly with the legitimate 
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business of other companies, as it does seem to me it mig ht 
have that effect in the case of the British american or the 
Imperial s 

Now that leaves only a discussion of 
the question of the, yes, it is true, of course Mr. Chairman, 
Ppanouids point out that 35 am assuming that the Commission ac- 
cept the very definite evidence of lir. Hull and Mr. Naylor 
that there may be no terminal storage operaping on this pipe- 
line company in, such terminal storage as might, if it were 
justified, find its way into the pipeline rate. That docs 
Beem now, after many weeks of inquiry, to have definitely 
elininated itself if we accept the evidence of Mir. Hull ana 
Mir. Naylor. Now while I want to associate myself with every- 
thing that lire Nolan says about the manager of the pipeline 
company, lire Coultis, yet ir. Hull, I think we must give a great 
deal of weight to what ir. Hull said in the witness box be- 
Cause he has had a world of experience in this very kind of 
thing, what the. practice i8 and not what the cost might be 
but the other consideration, what the fair charge to the publia 
should be, which in my submission is what this Commission must 
keep pretty constantly in mind, therefore I say 3%n the basis of 


that evidence there need be nothing put in the pipeline rate 


for terminal storage. That I think can now be eliminated, 


that there need not be anything put in the pipeline rate as 


such for the operation of terminal storage, just such storage 


as is required to fill tenk cars and tank trucks and £ have 
just completed dealing with that. 

THE CHATRIWA N: Or terminal losses or terminal storage 
or anything else. 


idRe FRAWLEY: Yes, as distinct from----~ 
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THE CHAIRMAN: Your submission is this, that the 


' service is worth 2% centa ana thet is all the utility oan 


get. 
MR. FRAWLEY; Yes. 


THE CHAIRMAN: if it euffers. either capital or 
operating losses tmt is just too baad. , 

MR. FRAWLEY: Yes, 2% centa. 

THE CHAIRMAN: They having had the opportunity of 
showing what the proper rate base should be and what the 
proper rate structure should be and what the proper service 
rate based thereon should be. 

Re FRAWLEY: Yes. 

THY CHAIRMAN: And not having taken the opportunity 
of that, not having taken advantage of that opportunity, as 


they might have done, you say it is the proper way to ap-+ 


proach it. 
MRe FRAWLiY: That is my submission entirely. 
MiRe NOLAN: That opportunity also was open to the 


Commission Counsel. 

THE CHAIRMAN: Quite 80. 

MAJOR LEPSST?: hir. Frawley, just before you pass from 
that, that one point tire Nolan made, that you might like to 
refer to and that was, I will put it to you this way, assuming 


for the moment that the 2% cent rate, it might be said if they 


did the whole busineas, the 3,000,000 barrels and the 36,000 


barrels. 


Re FRAWLLY: Yes. 


MAJOR LIPSETT: But if it was put separately, it might 


well be that if, they get 1/3 of the business, the B. A. got 
1/3 of the business and the Lion Refinery 1/3 of the business 


what position would you then take with reference to the 


Imperial wich is 4a publio utility and must have its facil~ 
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ities and must do the work. 
Re FRAVLEY: Yes, I was not unmindéful of that 


and I intend to deal with that; as I recall, the Cheirnan 
made a very good answer to me when he called attention to 

the fact that, when we were dealing with the pipeline as 

such, we found that the pipeline division availed itself of 
the benefit of the blacksmith shop for instance, and that 
the pipeline division got the benefit uf the low cost of Op- 
erating the blacksmith shop Dutause it was used jointly Dy 
the crude oil department and all the other various departments 
of the Royalite; now if for that reason, simiarly with the 
Imperial Oil, if it used its own loading facilities for it- 
self and for the public, it seems to me it is no&’ unfair that 
the public should obtain from the Imperial, as a public ut- 
ility, qua loading as a publie utility, that the publise should 
be entitled to ask of tl Imperial anc to obtain from the 
Imperial the benefit of the very cheap cost which arises out 
of the fact that it does a big business for itself. I see 
nothing inherently unfair about that, any more than giving 
advantage to the crude in the koyalite Pipeline Division a 


benefit because of the fact that the utilities are used joint- 


ly. 
MAJ OR LIPSETT: Does that quite cover the point. 
MR. FRAWLEY: Perhaps note 


wAJOR LIPSET?: You have all the benefit of these ut- 


{lities on the present basis. 


MR« FRAWLEY: Yese 


WAJOR LIPSETT: Now if thet is cut down te 1,000,000 


barrels a day, and the other two ship the other barrels? 


MRe FRAWLEY: Yese 
WAJOR LIPSET?: Would there not be some difference in 


the figure. 
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Mite FRAJLEY: 3 I see what you mean, 1 certainly 
agree with bir. Nolan's suggestion and I have no other 
position to take before the Commission but that Mr. 
Plotkins' service line, when he gets it, Mir. Harvie's 
service line, Mr. Harvie*s loading racks, are pipelines 
within the meaning of this new statute. 

THE CHALTRuAN: shether or not, whether they are 

or not, is it not a necessary sequence of your first sub- 
mission that this is the proper rate for the public to pay, 
if ten people go into the business and do it, still the 
public should not pay anything more. 

MWR.« FRAWLEY: lire Harvie wil™ just charge 24 cents. 
TH CHALTRMAN: If he charges any more, so far as tle 


pudlic is concerned he will not get anything. 


MRe FRA /LiY: No, even assuming he i8 not a public 
utility. 
THE CHATRiuAN: If he charges 2 cents, then it would be 


good business for the Imperial to reduce theirs to & cents and 


they will likely do it. | 
hike FRAWLEY: That is the answer we get. 
THE CHA TRA M: No natter how many people or how few 
are in the business. If we are driven to say on the evidence 


we are going to determine what is the fair service charge, 


what does it matter how many are in it, because it is the 


service charge to theo public. 
I cannot put it any stronger than this, 


MR. FRAWLEY: 
instead of having the Hxhibit "244" if ir. MeGrath was here 
with all his costs and extended out in great detail and we 

then determined that ir. MoGrath needed not 2 cents but say 


3% cents, that he had m excellent system, as you Baid a 
? 


moment ago, too axpensive tanks, everything too expensive, 
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nevertheless the actual cost and on that reBulting cost, 
even on a 10% basis, he needca é% cents, would the Com- 
mission give him 34 cents in the light of the evidence 

given here today? v@ have two things, one, what does it 

coat, but that is not the all and ena all, after we get 

the 3: cents, is there something less that the public should 
pay | 

THA CHATNuAN: We should then be concerned as every 
rate making body is, of being fair to the public on the one 
hand and putting into effect a fair rate on the other hand 
and to provide a fair return on the capital that they have 

in the public séfvice. 

MAJOR LIPSETT} I Supposej Nrs Frawley; following that 
up, there might be an answer even to the way I put it to you, 
to this effect that if the 2% cents that you assume was taken 
as a fair rate to the public and as the rate that was made on 
the basis of 3,000,000 barrels--~ 

wRe FRAWLEY: Yese 

MAJOR LIPSETT: That the other two might not go into 
the business if they couldn't make a profit. 

WRe FRAWLEY: That is true, it might work itself 


out that way, but I think the most complete answer is that 
we must always keep in mind that this utility must get, re- 
gardless of its cost, must get no more than what the public 
should fairly and reasonably pay- 

Now that leaves me only to deal with 
one more matter and it igs a troublesome one, and that id 
about who pays the service line, Mr. Harvie or lir. Nolan. 
Well I think we must divide it into two, we must put it into 
one where the pipeline company itself thinks it 


two aspects, 
is goud business and where the pipeline thinks it is not 


gond business. 
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Now where the pipeline thinks it 

is good business, then the pipcline puts it im at its own 
expense. Now let me deal with the matter that iin. Nolan 
said I was going to deal with so glibly, it is good bus~ 
iness, and the pipcline builds the lire ana I say that they 
get it out of the rate. Now what do I mean when I say that, 
and this is all I mean, months ago, it seems years ago, we 
talked about ir. Coultis and his gathering lines which he 
must build in 1939 and in 1940 and in 1941, ma@ we said it 
was not enough to have in mind vaat Mr. Coultis had invested 
as at the end of 1938, which is all we had as our so-called 
rate base, but we had to project ourselves into the future, 
and say "hat is he going to mve to spend for gathering 
lines", let us stick to this for the moment, he certainly is 
going to build them in 1939, he was building them as we 
were sitting here md he is building them every day, these 
gathering lines, and may I pause to say that there does not 
seem to be any backwardness or shyness on ir. Coultis' part 
ef going out and gathering in these lines, not the same sort 
of shyness that he has in putting in 4 line to wr. Plotkins' 
plant, well what those causes are, I do not krow. 

MiRe NOLAN: I will tell you if you want then. 
Mr. FRAWLEY: Well I have a faint suspicion that 
perhaps competition might ester into it, without being so 
sinister as Mrs Plotkins is, because when he goes out to get 
the wells you see he gets crude oil for Imperial Oil, let 
us not fail to note that, he gets crude oil for Imperial Oil, 
but when he puts crude oil into ivr. Plotkins' refinery he is 
supplying the sinews of war for a competing market. & can 
see too, when we regard the whole thing as one organization, 
and Mr. Coultis wants to put in a gathering line, 1 thought 


we had settled all that in our minds as to how thet was to 
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be provided for, I think, I ao not know what the Commission 
has done at all of course or whether that has tn be dene yet, 
hut there should be, in my submission, some tions & in there, 
Bome money, $200,000, $100,000, ana that giver Mir. Coultis 
Some money, and when I say y2800,000, I mean that the rate 
gives it to hin, the rate which is fixed, the X cents, 

gives him $100,000 or y200,000 for what, to put in 

gathering lines or ten new gathering ieee and I Bay by 

t he dame kind of reasdning, to put in | service lines and 
two service lines and three or four, if it is good business, 
that he should put them in and I presume he will not put the 
in unless it is good business. Now that takes care of the 
good business aspect of it. Mr. Coultis comes along and sece 
a good connection, Mr. Harvie, to be exact, and he puts in 
that line and there should be something in the general rate, 
the expense, tc enable him to put that in just as yesterday 
he probably put in a line to the Home-Millarville No. 84 or 
whatever you want to say; now that is what I mean and what 
Mir. Nolan, with great respect, was trying to put to the Com- 
mission when he said it should be in his rate base. Let us 
put ourselves back twelve months and we find that at that time 
the lines were built, the lines were built, to be consistent 

I had better put myself forward twelve months, at some stage 
we find the lines are behind us, the lines are behind us, they 
are built and they are there and then when Mr. isorrison was 
making his rate base, and lir. Maw, they would begin there and 
that Mr. his name, fran Long Island, Mir- Hill, was making his 
valuation they would be in there and that is all there would 
be to that and ir. Coultis would get a rate of return on that; 
they would be accomplished facts but they are not in and we 
still have to dealwith them as capital additions, that is 


fi asp a new consumer on the 
the term we use. The Gas Company h 
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tine, they-do not hesitate at all if-a customer wants gas, 
to give hia gas, and how can they afford to do that? The 
rate base has been established, there has not been 3 rate 
basy established in Calgary since 1931 and there have been 
a lot of consamers connected since that time. It is done 
because something is given to them to provide for capital 
additions and then the business of course, that brings us 
back to good business, the business warzvants the additienal 
expenditure because the business gives them the extra money 
for the operating expenses. New that is a simple matter in 
my submission and that is how it is disposed of if it is 
good business. 

Now if it is not good business andi - 
agree entirely with the Chairman that it seems a difficult 
thing to see, after we have been around these things, if tho 


oil company should say, the pipeline company should say "It 


is not in our opinion good business and we are atill runaing 


this business and we are not going to build the line", then 
what will happen, then we go to the Pipeline Regulation got 
Chaper 4, 1939, and we look at Section 6s 


(Go to page number 6968 ) 
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"6. (1) Every pipe line the proprietor of which 
is by this Act or by any Order in Council made 
pursuant to this Act declared to be a common carrier 
shall be a public utility within the meaning of the 
Public Utilities act, 1923, and the Boerd shall have 
all the powers to make orders and regulations as to ' 
such pipe line which are conferred upon the Board by 
Parvo lt Of,the! said Act, and all the provisi ons of 
thet Act shall mutatis mutandis and so fer es the sane 
are applicable thereto apply to every such pipe line 
ang to every order and regulation made by the Board 
in respect of a pipe line and the enforcement theveof. 
(2) Without derogating from the generality of 
the foregoing the Board shall have the power to regul- 
@%76 and control the said pipe line and the operation 
thereof and anything incidental thereto and the prop- 
rietor thereof in connection with the operation of 
the said pipe line and »nything incidental thereto, 
and the Board may from time to time make orders for 


the effective exercise of such regulation and control." 


Then we go to Part II of The Public Utilities 
Act, Chapter 53, of the Statutes of Alberta, 1925, and 
we find there is powor in the light of thet section 
fe eWslete into this Act the provisions with respect 
to pipe lines. Looking at Section 60 of the Public 
Utilities Act: 
"60. (1) The Board shallhhave a general supervision 
over all publis utilities and the proprietors thereof 
subject to the legislative authority of the Provinee, 
and may make such orders regarding equipment, appliances, 


safety devices, extension of works oF systems, yeporting 
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"and other matters, as are necessary for the safety 
or convenience of the public or for the proper 
carrying out of any contract, charter or franchise 


involving the use of public property or rights." 


Then anothe r section, a little more Limited, a 
little more specific, Section 63, sub-section (d), 


Paragraph 3%- 


t % 


"63. The Board Shall have power by order in 
writing made, after notice to and hearing of the 
parties interested - 

(d) (111) to esteblish, construct, maintain 
and operate any reasonable extension of its exist- 
ing facilities when in the judgment of the Board 
Such extension is reas nable and practicable and 
will furnish sufficient business to justify the 
construction and maintenance of the same, and 
when the financial condition of the said proprietor 
reasonably warrants the original expenditure required 


in making and operating such extension." 


Now I say without reecing any further into the 
Public Utilities act, should liv. Couitis and Lr. Plotkins 
continue to not be able to agree - Mr. Plotkins thinks 
it is good business and Mr. Coultis insists it is not - 
>hen Mr. Plotkins, I think the onus being on him,nakes 
application to The Public Utilities Board and by virtue 
of the combined effect of the new statute of 1939 and 
the old Statute, the Public Utilities Act, and they come 
before the Regulatory Body and then discuss their dif- 


ferences, and if the Board feels it is limitea by Section 
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63, which I have re-d last, then there has to still be 

a case nade out tht it is reasonable and practical, 

an extension thet will furnish sufficient business to 
justify construction and maintenance. Mr. Plotkins 

will have eonfidence hs can show that and Mr. Coultis 
will have to be sure th t he can resist such an appli- 
cation, and then the matter is settled and disposed of. 
And I presume that there is an omnibus clause in this 

Act some place describing the terms. 

TH.S CHAIRMAN: Suppose we feel it our 

duty to make that recommendation? You are speaking about 
what they can do before some oth =r body? 

Mee PRA LY: Yes. 

THs CHATRManN: "é@ heve heard all the evidence 
about these connections, at grest length. If it wes not 
germane for recommendation by us, we should not have been 
hearing it. ‘ve have heard all th t evidence. Supposing 
we are of the opinion that, functioning under our omnibus 
clause in our Commission, that we have the right, and we 
also aonceive it to be our duty to see thats e now make 

a recommendation, whether acted upon or not, that there 
should be a connection to Lion Cils directly to be made. 
Mo. FRAULEY: Yes. 

TH? CUATRMAT: And all the necessary stevs, 


of course, taken to see that the direction is carried out. 


Assuming that. “hat then about payment? 


} Of course I think not only 


te PRS ULSY: 

under your omnibus clause, but your clause desling with 
handling, that the Commission's right to do this is as wide 
as the sea, that you can close up these Statutes I have 


read and can make all the recommendations you like, and 
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so order that the connection be rade either wt the Pipe 
Line Gompany's expens ¢ or at Mr. Plotkins' expense. 

THE CHAIRIGN: I rather gathered your 
Suggestion was that where there was a difference of 
opinion as to whether or not it would be good business, 
then they should have recourse to the Public Utilities 


Board of this #rovinee to have it determined whet should 


be done. 
MR. PR ULEY: Yes. 
TH2 CHA IRIAN: -hat Iam putting to youis , 


if we have had th: t controversy over whether it 1s or it is 
not good business, and whether it should or should not be 
ordered to be done before us, off and on for some months, 

I think I speak for both of us when I say we are inclined 

to make a recommendation with respect to this and we will 

be glad to hear you upon the point of what the recommendation 
by us shall be. 

MR. FR LEY: On these facts. 

THE CHAIRMAN: Assuming as you do for the 
moment that the parties are apart as to whether it is or 

is not good business. 

MR. FPRA'LsY: If the Commission wants the 
benefit that may come to it from my submission as to what 
should be done under these facts with these two comp nies, 

I say without hesitation thet the Royalite Oil Gompany 

should put that connection in there at its own expense. I 
think li. Plotkins should be treated exactly the same as 

the British american Oil Company. 

lite TOLAN: Hov' do you know how the British 
American Oif. Company has been treited? 


MR. PRAULIY: I say however they are treated, 
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and I do not know at all, but however way they are treated - 
if they are not paying you thet is quite right - thank you 
for the correction - but if they are paying for it them- 
selves once and for all then I am not concerned. I 

still say, in my submission, that is not what should happen 
and consequently I say the connestion should be made by 
the Royalite to the Lion iiefinery at the expense of the 
Royalite, and that there should be in the rate, as I say 
again, something to provide for that capital addition, 
Just as much as there should be in the rate something to 
provide for the capital additions in the gathering end. 
And thet is the end of it as far as I am concerned. 

THE CHAIRMAN: You say the same applies 

to the B.A.,connection? 

MR. FRAGLSY: Guite, that. is tovues 

THs CHAIRMAN: Now Let us examine that. 

I seem to be quite alone in my queries. Supposing Someone 
were 5 miles away and they said they wanted a connsction’? 
M2. FPReiQay: I was only dealing with this 
Gase. Iam taking the 1780 feet I have heard referred to 
in evidence, to the tanks from the pipe line. ‘that is all 


I say. 
THE CHAIRMAN: Where do we drsw the line or 


the circle? 
Wm. FRAULEY: I think that is an exceedingly 
difficult matter to say where the line is drawn. That is 


the difficulty. I am not going to labour the point unduly 


because that difficulty does not make this problem dif- 
ficult. I say that the line extends to Mr. Harvie's plant 
and that is all we have to deal with at the moment. 


THE CHAIRMAN: But supposing we were a 
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Public Utility Board - you might say by the Grace of 

God we are not - but we were sitting permanently 
dealing with these matters as an everyday thing. ie 

lay it down as a principle that anybody setting up a 
refinery who wants a connection must get it at the 
expense of the pipe line corporation or corporations. 
ie a ky: You say everybody, no 6ir. 
I think you must find - I think this must be the only 
practical way, as cases arise, this Commission, reg: rding 
you as the Public Utilities loard, - have just two 
cases at the moment. ivext year when the Utilitics board 
proper is dealing with it there might be tvo or three 
more refiincries. One may be near wz. Plotkins or Mr. 
Harvie. kty submission would be they should have the 
Gonnection. But Mr. Munro might make application..... 
THs CHAT MAN s why give it to Mr. Harvie 
and Mr. Plotkinst ‘why? I vant to get at, is it because 
it only costs ‘::32000.00, or is only two miles away? ‘hy 
do they get it and somebody elss perhaps not, and some- 
bocy else perhaps yes? Is it because they are handsome, 
we are giving it to them’ Is it because it is so Little 
money to De spent or they are so close’ 

Me eR Lol: No. For two reasonse One, 
that it is the proper business of this pipe line company 
to gather, transport and deliver. that is what I start 


with, and therefore, it being their business as much to 


deliver as to gather....-- 


THE CHAIMial: But to deliver into what 


and where? 


Tee PRA VLLYs To deliver into the refinery. 


That seems to be what we take from the evidence here, lr. 
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Chairman, that is the proper business to deliver into 
refineries. 

THS CHAIRMAT: 7 make delivery to the 
refineries but at what point? 

Mie FR Lily, There must be a place 
where you would say "Thus far and no further." 

TH! OCHALRMAN: How do we arrive at that? 
Vie PR ay 3 I think it would be idle for 
me to take a map anc to take ty pencil and.draw a line 
around here, look at it a second time and say "No, perhaps 
there," and driw a line around the City of Calgery or 
around that terminal. I think thet would be difficult. 
THE CHAIRMAN: Ll see the difficulty there. 
But what I cmnot see is the facility with which you ssy 
these twn who are before us should get it. ‘hy? 

Pre ek 8 Pirst of e111, 3h iy Wambis 
Submission, they should know better than I do, but I am 
being asked for my smbmission. On the evidence is should 
be a good business-like proposition to put it into 

both places. That is my first submission. It should 

be businessiike. They are a utility anc they are 

subject to be ordered to make the connection. That is 
perhaps sorething to keep in mind. They are a4 UCL ty. 
They are nov tmpressed with this publie trust of serving 
the public, I say both as to gathering and delivering. 
Perhaps I am going around in a circle, but I point to 
what they do in fact. You might say "Do not be misled 
by what they do. They might change it to-morrow." But 
we know they went 6 miles to the Home-iiillarville well 
in Turner Valley to get that production. 


MR. NOLAN: No, there was not 6 miles 
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of new line reguired for thet connection. 

Vie OR? Lys Lan sorry, 1 tienen. 
was 6 miles. But however the number of miles away, 

they had to go at that time, they went. It was an 
Outpost. They went out further than they had gone before. 
doa CHATR als ihat is surely pot. varalia). 
Peay suggest it. There they are zoing volunterily 

to get business. It might be the time will cone when the 
TOeulatory body will say ".e will not allow you to gO 

into new welis to get business and keep other people out." 
Gr “It is going to costly and we won't allow you to do 
that." I can understand them going out and grabbing - 

and I use thet word without offence - and keeping all 

the business they can. Obviously they are keeping the 
monopolistic situcetion as long as they get in touch with 
Gach well as it comes in. That is a thing they are going 
to do voluntarily. But is there any argument when it 
comes to compulsion. 

7h. FRALEY: What they are doing there 
voluntarily perhaps is mt a good thing to apply when 

you are asking me why they should be compelled. 

TH! CHAIRMAN: I am not arguing with you, 
Mr. Frewley. I am just thinking out loud ana getting 

the benefit of your vie’'s upon my thotghts. Supposing 
someone is just 100 yards nearer to the trunk line than 
Plotkins, but you have to go through very valuable property 
to make that connection. ‘ould you say that is something 
for tie Public Utilities ‘oarS to considor every time? 
M2. PR 'LY: You mean they would have to 
pay large sums for gairface rights and so on‘ 


mr: OMAIRMAN: Yes. ‘shat I am getting at, 
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it strikes me, and I am very willing to hear anything 

to the contrary, but it strikes me in a rate base thore 
must be something stable about the base. You may flirt 
around all you Like with the service rate, but to get it 
that you want to say every time someone wants a connection 
".e are going to put it into the base," that is different. 
Mie FRAWLEY: You do not puto it inte the 
base until another hearing has come about in two, three, 
five or ten years' time. Then you have another capital 
base to submit to the Board and you hope you will get 

in your rate then not only your tenks but your gathering 
lines and service lines. 

THS CHAIRMAN: And meantime you are treating 
it aS an operating charge? 

compel ds Caan BPC di Meantime you treat it aS an 
operating charge. In the meantime every Single case,-in 
my humble submission, it is futile to endeavour, and it is 
so difficult and no good can come from it, to errive at 

a general rule. I say we have the B.A., and the Lion, 

and fortunately that is all we have got. Let us apply 

our minds to the B.A. Is it good business in the opinion 
uf this Commission that tney should, having some control 
of their own money, that they should not waste it, and 
that they should not build lines for everyone, and the 
Board will see that they take care of it. But take the 
BAe We have some - knowledge of the throughput and some 
idea of the solidarity of the British american Oil 
Company, and their financial ability to pay and with 

thet this Commission would say, if it were asked, if they 


had an application under Section 69 of the Public 


Utilities dct, they would sey "Yes, that is good business, 
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and if all the other oonditions are complied with we 
will order that the extension be made. ‘.e will order 

it at your expense as distinguished from the B.A». COLL 
Company's expense." 

THE CHATRMATs Mr. Coultis' evidence is 
to the effect that with respect to the Imperial, that 
with the line already there, placed there with their own 
Money where they wanted to put it, and vhen they were 
under no regulatory body of any kind ana they fixed their 
terminal. It happened to suit the book of the refinery, 
it is true, but it is the refinery that had to do thet, 
assuming the risk of the capital it had invested. At 
any rate they surely were entitled to make their own 
selection of their terminal, and run their trunk line 
Where they like. Is it unreasonable wh.t he, in effect 
says, that those who want to also make use of this trunk 
line, or anybody that takes control of us by statutory 
power and requires us to give the use to others of our 


line, should eome to our line to get his goods. 


UNI a cole aa OO At their ovn expense? 
ms CH4alRMAT: At his own expense. 
Le. PRVCLEY: ity answer to that is simply, 


while this Commission is not bound by the consider: tions 
which are in the Public Utilities ict, if you will pardon 
me, you must go to the Public Utilities act and say 
this, that Mr.Coultis rightly or wrongly this pipe line 
has been made a public utility, it has been made subject 
to those provisions. I have no 4925t at all tht to- 
mo:row & Board could entertain an application under 
Section 63, and require thet expenditure by the Royalite 


Oil Company to be made, if the conditions, and they are 
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Simple ones, under Section 63 were Gomplied with. 1 
think that is the answer to the suggestion you make, 

Mr. Chairman. I say in your case you are not bound 

by that. You can recomend quite in the face of that 
section, in these two cases, if you vant to do so. 

Oe OLA t May I interrupt? s#arlier 
the Chairman said to me something about the cost of this 
B.A-,line. This Bea., Line is now operating, constructed 
and, I think, we have got to think about it in the light 
of what the facts are and not in the light of what the 
operating expenses a.ce going to be tn this Company. 

Mi. UCOMMISSIOUBR LiIpssT?: Mr. Wolan, on that’ point, 
under Section 4 of this Pipe Line Act, this neW Act, 

it says "No proprietor of a pipe line who is a common 
Garrier shall directly or indirectly make or oause to be 
made or suffer or allow to be nade any discrimination of 
any kind as between any of the persons for whom any 
petroleum is gathered or transported or handled or 
delivered by means of such pipe line." Is there any 
discrimin: tion between the B.’.. and the Lion wtefinery* 
Me . NOLAN: The B.A., have a line that 
they built themselves. Mr. Plotkins has not got one. 
Those are the facts. 

Mo . PROUDLY: ‘fhhile they built it you 
had to connect it. 

M.. COMMISSION?2 LIPGT?r: liz. Plotkins hss be3n trying 
to get one for a long time. 


Mi. MOLAN: You mean he is discriminated 


against because he did not get it? 


yIne hie | a * 
Mee FR WLAY: Following up lic. Commissi oner 


Lipsett's point. You made the connection with the Bea., 
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volunterily? They dic not forces themselves in and 


cut a hole in your pipe? 


bea OL AL § No, we gave them the 
conneStion. 
Me CR LEY: and you did not give one 


BO ee cP LOTKiNS 2 SO if we do not go any further than 

to afford a connection, I say we have a fait accompli. 

we ave this Company subject to all the provisions of 

the Fublic Utilities Act. 

THE CHALRIZAL: I am not questioning the 
power to make this Imperial Reoyalite put down this line. 

lt am guestioning the fairness of it. 

Mine erty edaeh YS Supposing you were the 
Ghairman of the Public Utilities Board and you had to 

deal hak an application under Section 63, you would 

have no doubt you would heve to apply your mind to these 
Considerations and say whether in your judgment the 
extension w:s reasonable and practicable and would furnish 
surfictent business to justify it. If you same to those 
conclusions I would think, without any further ado, that 

the Company would be ordered to put it in. I would think 
so. There may be other considerations over and above that, 
that do not occur to me ee moment. But thet is the 
problem you would be fsced with. 

THs OHAIRMAL : You look to the Public 
Utilities Act for your power, but whether or not you say 
that that section had in contemplation a pipe line Mattere.. 
MR. FR.O&LIY: I think ve have to make it 
sO, Sir, because of the new Act» ‘.e have to do the best 
we can mutatis mutandis for the provision for pipe line. 


That is not your problem I quite agree. 
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THs GHAIR MAN: My problem is what is fair 
about this. 
tae) Lae Yes, you have to say on 
those facts. 
Tihs CHAIRMAN: I do not think there is very 


much involved in dollars really, to anybody. L am justifying 
the time we ee over it one way or another. after all 
there is a broad principle at stake as to whether or not 
when a man spends money on a line and it is taken over by 

a regulatory body under statutory authority, whether he 

has got to then run service lines all over the country 

és refineries may set themselves up here, there and every- 
where, if it is thought it might be good business to do ite 
Ite | FRALEY: You see a distinction between 
the fact the pipe line was there first and the refineries 
came afterwards? 

THs GHAIATAN: I certainly do. Becat:se after 
all the pipe line selected its site. The refineries 
selected their sites. It is now a question that either 

one of tvo people should pay, the Imperial Royalite on 

the one hand or the public who are not in the refinery 
business on the other, for going the extra distance that 

the refinery of its ovn volition happens to select, it 

is difficult for me to determine. 

MWR. FRA VLEY: I do not mean there would 

be anythinz automatic. You do not just simply like 

buying a stamp in the Post Office go to the Board and say 

"T want this Order." The Board must carefully consider | 
each case on its meritse They might very well, notwith- 
standing say he is 100 yards from the pipe line, refuse to 


order the utility to make the connection. 
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TH CHALRiMAT: If we were on thet Boserd, 

&s you are putting it to us, would we not have to set 

Some standard for ourselves, some standard of conduct 

and some formula by which we would act? Some line beyond 
which we would not go? 

Bike, she Lay And say whether that formula 
affects this case, with -great respect I say not, Sir. 

THE .CHAISMAN s So ipsy-dipsy, every time 

a case comes up we say "ell to-day is Friday and we will 
Zive you the order." 

Bea | SR? Tan Ys And we won't tomorrow. 

THE CHAIRMALW: Is there not some guide, 
some limitation of area, some limitation of expense? 

Some thing? 

Wie A dey ¢ I say, Sir, why go 

beyond the immediate problem. Phe problem would be 

company "X" at stetion "Y". ‘se would have to say "Is 

it good husiness to put that connection in?" Not a 
hundred other connections that we gould imagine, but 

that connection. 

THE CHalPi lal: and you say that they should 
determine each application as to whether it be or be not 
gooG business in the opinion of the regulatory body? 

Wie fhe Ee’ | And other considerations, 
_where they are uvder thet Statute and whether it is 

proper for him to do it or will it just bankrupt him? 

THS CHALRMAP: That would be all covered 
by good business. 

ik. FRAULY: Let us put it as an all- 
embracing expression, whether it is good business in 


this particular instance to do it. That eliminates all 
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other questions. 

THE CHALK: You say if it is good 
business there can be no resson except, at least it 

is unreasonable for the utility to want to refuse and 
that they should be compelled. 

Wa. FRY LEY: iay I say good business for 
both parties? I think the interests of both parties, 

the applicant and the utility, must be considered, and 
Mpstoets £000 business all around to do it. Thatuwwill 
get us away from these suggestions running through this 
evidence..... 

THE CHATRMaN: You say with respect to these 
two cases it is in your submission good business? 

Me ER ets Lys In regard to these two 
Companies it is good business. 

TH CHATRMAN $ And therefore the pipe Line 
utility shoula put up the money: 

Boe eR. Sls. YS Fut up the money, yes. We 
have the evidence, by the wey, of hi. Hill, who, I think 
said as he saw it it looked like good bysiness in his 
opinion. Mir. Naylor too, I think, perhaps the both of 
there 

THE CHAIRMAN: Do I understand you to say 
ve should find, following out your reasohing, in doing 
our duty in the matter we should arrive at a rate, a 
3zervice rate, regardless of these connections, and we 


should increasee it to take oa-e of thsse e¢onnections. 


Mi. FRAULSY: The pipeline rate 7 
THe CHAal hy WN: . Yes? 
SE Mit ea) Flaky No. I can only say as to 


that there should be something in there, in the rate base 
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to take cere of - in the rate, not in the rate basa. In 
the rate. The rate should be sufficiently high to provide 
something, some lump sum thrown in there for future capital 
gaaditiong. You carnot do it Scientifically. You cannot 
be absolutely exact about it, because for all we know 
another refinery may Come along next -ionth, next to Mr. 
Harvie or to Mr. Plotkins and esk ix. Joultis for a con- 
nec. on. 

TH? CHal alt: You say whatever allovwahce 
we make for future capital investments, this part ought to 
be taken out and used in that way, as further connecti ons 


in the Valley would be? 


Bye cee busy. $ That’ is it exactly, Sir; as 
i see it. 
TH: OHATRAN: I understand. 
Mere etsy AS Th t concludes all I have 
to say. 
MD oien oriey hewn les Have you anything; to say? 
et eEkd s S Wo thank you, Sir. 
Die WE gO LS 2 Wo thank you, Sir. 
OP Ghd rig li I thank you very “uch for 


your assistance. ¢ will meet on Monday ‘orning at 10.30 
o'clock. 
Mic. NOLale May I speak on the adjournment 


as to Mondaye My first reason for not vanting the Commission 


to sit on Monday is a personal one and 2b 48 62 0 
interest. But I cennot be here on Monday. Perhaps other 
work could be done or thet coes not matter, I could send 


someone else. Another reason is 1 have a witness coming 


from the Eest and Z have found in the past it is very 


awkward to have the evidence taken of these out-of-town 
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witnesses on Monday morning. What it involves is you 
have to work all day Sunday with them. I wondered tr, 
on ednesday night, at this hour, the Commission felt 
that perhaps an adjournment to Tuesday morning would not 
be too great a delay, because as I understand, Sir, you 
are going to consider for the next few days this matter 
and if it did not inconvenience the Commission or Counsel 
too greatly, may I respectfully suggest Tuesday morning? 
I know how anxious you are to get on, and I know that 
every day counts. But perhaps when you are considering 
this mass of evidence you will find that you might like 


to have Monday too for the work you have set out before 


youe 
TH GHATRMA : ‘hat do you say, Mr.Frewley- 
Biya ved as 1S Only as to that that J am 


just in this position, I cannot consent to Mr. Lolan's 
application. As far as I am concerned it is the personal 
reason that appeals to me more then the other one. 
Nobody else oan take Mr. Nolan's witnesses, and as I 
have only his witnesses to go on with, as I see it I 
cennot do thate I have never tried to inconvenience 
fel low-Gounsel...oe- 

Thee MOLAN s I consider it a personal 
request. It is something I cen not help doing, It is a 
matter that comes on in #dmonton on Mondey “orning at 
10 o'clock and I must be there. 

Me FRAVLLY: F do want to put on the 
record my great anxiety to press on without further 


delay. 


Pie CHA LAMAN s ‘e note your anxiscty to 


press on, hir. Frawley. If it is a proper case for adjourn- 
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ment of course we will grant it, regardless of anybody's 


anxiety to proceed. What do you say Mr.Harvie? 


MR. HARVIG: I have no objection. 
THI CHAIRMAN: Mir, Plotkins? 
TN ail HO eat RE | I have no objection under 


the circumstances. 

THE CHAIRMAN: VeLhL, Lt think our-fesling= ie 
having heard the arguments which we have heard to-day, 

that we will probably be very fully occupied until Tuesday 
morning, and havs our report out then. I think, hr. Nolan, 
we will grant your application. 

Time NOLAN: I appreciate that very much 
indeed. 

(At this stage the Hearing was adjourned until 10.50 A.M., 


16th May, 1939.) 
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Burns of the Royalite Oil Company, 

Showing the cost of producing crude oils, 
income by departments from products and 
pipelines for use in computing cost of 
producing oils for the year ending De- 

cember Sist, 1938. 7018 
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10:30 A. M. Session 
May 16th, 1939 


MR. FRAWIEY: Mr. Chairman, it was expected 
when we adjourned last week that Mr. McGrath from Toronto 
would be here this morning to make a submission on behalf 

of the Imperial Oil, with respect to the posted field price 
of crude in Turner Valley. However, Mr. McGrath became ill 
and was not able to leave Toronto until Sunday. He is now 
on his way and will be here to-morrow morning. We arranged 
with Mr. Nolan so that he would have a day with Mr. MeGrath 
when he arrived, so that means Mr. McGrath and Mr. Nolan 
cannot cemmence until Thursday morning, so it is a question 
now of putting in time really until Thursday morning. 
However, I have arranged with Mr. Burns that he should come 
this morning to continue his cross-examination by Mr. Plotkins. 
I had finished with Mr. Burns, I think, when he stood down, 
and I think all the other people had, excent Mr. Plotkins. 

I ealled Mr. Plotkins on the ‘phone, on short notice, about 
twenty minutes past ten, and he said he would come directly 
up, he said he would come in his car immediately and I 
thought, perhaps, in the ten or fifteen minutes, he would 
have been here. I am sure it will not be but a very few 
minutes until he is here to resume his cross-examination of 


Mr. Burns. 


MR. NOLAN: What particular branch is Mr. 
Plotkins cross-examining on, I have forgotten. 

MR. FRAWVEDBY: IT cannot help you, except I do 
recall that when Mr. Burns stood down it was understood 


that Mr. Plotkins had not completed his cross-examination. 


THE CHAIRMAN: Oh, yes. 


MR. NOLAN: I have forgotten what it was 
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Tos. Burns. 


about, it is not pipeline. 


MR. FRAWLEY: Oh, no, it is on the cost of 
production. 

THE CHAIRMAN: No, it is not pipeline. 

MR. FRAWLEY: Whatever else it is. 

THE CH.:.IRMAN: At least, if that is Mr. Plotkins? 


intention, he is going to be disappointed. Well, you can let 
us know. | 
MR. FRAWLEY: Yes, thank you. 

(An adjournment of five minutes was here taken.) 


MR. FRA‘VIEY: Mr. Burns. 


THOMAS E. BU:NS, having been recalled: 
MR. FRAWIEY: Well, Mr. Plotk@nsryet thik va 
that remained of Mr. Burns’ evidence on the question of 
cost of production was to complete your cross-examination, 
MAJOR LIPSETT: You were also going to try and 
bring that Jersey statement down to the end of 1938, Mr. Burns, 
you said that you could, I think? 
Yes, in that connection, Sir, I have been able to review, to 
make a statement for the year 1938, and also a composite 
statement for the period from the first of January, 1930, 
until the Zlst of December, 1938, and I have them with me. 
Thank you very much. 
THE CHAIRMAN: Perhaps, we might as well put 
them in before Mr. Plotkins starts, Mr. Burns. 


For the year ending December 3list, 1938. 


MR. FRAWLEY: You are submitting, Mr. 3urns, 


a statement entitled "Royalite Oil Oompany, Limited, Costs 


of Producing Crude Oils, Income by Departments from Products 
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tf. i. BUPNsS . 


and Pipeline for Use in Computing Costs of Producing Oils", 
for the year ending December dist, 1938, this is what 

could be called a "Jersey statement"? 

No longer, I do not think, Sir, because they specifically 
told us not to make any more. 

That is right, that is a very proper qualification, but 

it is made up along the same lines as the Jersey statements? 
I think it should be called a "cost statement", which 
purports to split indirect expenses on the basis of gross 
revenue. 


Yes, then this will be marked as an Exhibit. 


(STaTEMENT PRODUCED HERE MARKED 
AS BRHIBS? "2 bo) 


MAJOR LIPSETT: That figure on page 2 of crude 
of .7876 would be comparable with the .86 figure in the 
1937 Jersey statement? 

Yes, I believe that was, that .86 was the figure. 

I mean they are comparable figures? 

That is the comparable figure for the year 1938. May I 
also put in this other, the composite statement? 

MR. FRALEY: Yes, you have another one? 
Yes, for the nine year period, the same statement. 

It is a composite statement, this is called "Royalite Oil 
Company, Limited, January ist, 1930, to December Slst, 1938, 
Cost of Producing Oils; Income by Departments from Products 
and Pipeline for Use in Computing Cost of Producing Oils", 
this, you say, is a statement similar to the Jersey 


statements, the so-called Jersey statements, and to Exhibit 


"255", and is a composite of all of those statements? 
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ie iss ;\BUrDs « 
A It is a composite for all of those years. 


Yes, all right. 


(STATEMENT PRODUCED HERE MARKED 
AS EXMIBIT EPS Sot y 


Q MAJOR LIPSETT: I suppose, Mr. 3urns, the sLight 
decrease in your cost of production on this basis would be 
largely aocounted for by the increased volume, would it? 

A No, the slight decrease, are you referring now to the 

statement "255"? 

Yes, the .78 as against the .86? 

This is .83 for the nine-year neriod. 

I was talking about Exhibit "255"? 

Oh, yes. 


Which shows---- 


> Oo >t © & © 


No, I would say that Exhibit "255", being the annual statement, 
has little value in establishing the cost of oro due ing crude 
oil; it is merely a breakdown of the expenses and revenue 
for that year, as reported in the company's financial state- 
ment, but being an annual statement, the cost is not complete. 
It might have been what it cost in that particular year, 
having regard to the fact that there is only included in 
here the amount of depletion which was actually booked during 
the year, and the amount of depreciation which was actually 
booked during that year. 
Q@ Is that to say that in a more prosperous year, that a larger 
sum might be allocated to depletion, or something like that? 
A No, but I believe that the statement for one year would not 
be conclusive in determining the cost of producing crude oil. 
Q Yell, would it be more or less comparable, would the .86 


on the 1937 be comparable with the .78 cents per barrel in 


1938? 
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ie Ge Burns. 


A 


They are comparable figures, they are arrived at in the same 


method, yes. 
THE CHAIRMAN: ALL right, Mr. Plotkins. 


MR. PLOTINS: Mr. Burns, do these figures 


represented in "255", these figures, each in their class, 


for instarce, "Wells Operating Expenses", the item there, 
$265,515.28? 

Yes. 

Is that as a result of dividing all the expenses of the 
Royalite Oil Company according to the use that was made of 
the money; in other words, is that reconciled with the 

total expenses of the company, in the different departments, 
or is there any overlapping? 

No, on page 3 you will find a reconciliation showing the 
items which have been omitted and effecting a reconciliation 
with the profit and loss of the company as reported in its 
audited financial statement for the year 1938. 

So that you say there has been a reconciliation, if we total 
all the different operating departments of the Royalite in 
their various subdivisions we would find a figure equal to 
the general, the total expenses of the Royalite Oil Company 
as a whole, there is no overlapping? 

No, there is no overlapping. 

Now, when you say the financial statement, is that any 
a@ifferent from your operating statement? 

When I say the financial statement I refer to the audited 
and published financial statement which you send annually 


to the shareholders of the company. 


Well, now could that be read as being exactly the same as 
" 3 ’ 


the operating statements of the company? 
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2 “he Burns, 


A Well, it is prepared from the books of the company, 
prepared by the company's auditor, and I believe that it 
can be said to be so, yes. 

Q So that you say that instead of using the operating records 
as a basis for establishing your cost figures in here, 
you actually reconciled your total operations as against 
your financial statement? 

A No, we split all of the indirect Operating expenses on the 
basis of gross revenue in this statement. 

Q In that statement? 

A Yes. 

And do you do so in your operating records, I mean the 
Split which you have made in your operating expenses, 
are they the same as you have recorded in your operating 
account? 

A. No, I think I have stated in the past in giving evidence 
here that in the operating statements we have never been 
concerned with making an absolute split of the expenses; 
it has never been necessary for us to do it; all we 
wanted to have was a rough idea of what each department 
is costing and that is all that has ever been determined. 

Q Now, when you established the cost figure for crude for 
the purpose of having it supplied to your refining 
department, so that they in turn may be able to know what 
it costs to produce a gallon of gasoline, would you 
gall that a rough idea, or do you supply them with a 
figure which is just a rough idea? 

A Well, I have no knowledge of supplying them with any figures 
to determine the price of crude oil in Turner Valley. 

Not the price of crude oil but does your company give the 


refining department a pase cost figure on crude oil for 
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T. fe) BUrnS. 


the purposes of their cost determination? 


A I cannot say. 

Q You cannot gay? 

A No. 

Q Not to your knowled ce? 

A No, not to my knowledge. 

Q So that this "Wells Onerating Expense " is a split-up 
on the basis of gross revenue of the total expenses of the 
company? 

A No, not Wells Operating Expense , ‘Jells Operating Expense: 
is shown here as the amount which we have allocated in 
our own bOoks as being the cost of operating all of the 
wells of the company during the year 1938. 

Q Thet is the wells owned and operated by the company? 

The wells owned and operated by the company. 
Not including the wells which you have under contract, 
which you may manage? 

A Oh, no. 

Q Or have an interest in? 

A No. 

Q The same, I presume the same applies to administrative 
and general expenses? 

A Yes, exactly so. However, administrative and general 
expenses includes all administrative taxes, such as the 
Province of Alberta income taxes, and it includes the 
entire accounting exoenses of the company and many other 
gimilar costs of an administrative nature. 

Q Now, in connection with the companies that you administer 


and which you do not take into account the revenue, 


how do you make a split-up if it is on the basis of reveme, 
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2. 2. Burns. 
there are a number of companies that you do not take the 
revenue in, it is a straight expense, how do you take 
care of that situation? 

A In most oases there is an operating charge, charging the 
company with all its operating expenses, the wages of the 
men actually operating the well, and to that is added, 
generally, a fixed charge for administrative and clerical 
assistance. 

Q And you deduct that fixed charge in arriving at this figure 
here, is that correct? 

A No, we add a fixed aharge to the direct operating expenses. 
But I mean to arrive at this figure for your own wells, 
then are we to understand you went through your books ad 
deducted all the items which you received for the purposes 
of administrating other companies’ affairs? 

A No, currently we maintain an account in our books for 
wells operating expenses, which pertains only to the wells 
of the Royalite Oil Company. 

Q So that they are not in these figures at all? 

That is correct. 
Now, we find a figure here, an item "Depletion , $494,258.61 
for the year? 

A Yes. 

What is the basis of this item for depletion? 
Te basis is the Dominion Income Tax allowance calculated 
at 25% of the net operating income of the company. 

Q That is the Dominion Govermment for the purposes of taxation 


permits you to make that deduction to arrive at the taxable 


figure? 


A Mat is correct. 
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ros) 


And is that, by what virtue is that an expense? 

Well, there has been an actual withdrawal of products 
from the wells, and sood accounting practice would call 
for its being shown as an expense. 

“hat is the basis, is that the only one, 25% of the 
income tax, I mean there is no other figure you use, you 
would carry that on every year as long as there is the 
income, is that correct? 

That is correct, so far as the Dominion Income Tax laws 
are presently administered. 

So that it hes no relation to any original value that was 
there before you acquired the property, or that you may 
have put there after you dcquired the property? 

No. 

So that why should it be an expense, you never had it an& 
never put it there? 

Oh, yes, we put it there in the development of the wells, 
and the development of the land, the drilling of the well, 
that is what we are allowed, that is what it is given far, 
we purchased leases. 

But we are trying to arrive at the cost of something, not 
at the value? 


mat is right and correct. 


So when you take into consideration only cost you can only 
amortize and recover what you put there, plus a prooit. sc 
that I would like to have your views as to why that item 


of $494,000.00 should be an expense and majored in the 
? 


cost. that is a book figure of producing a barrel of crude? 
b] 


Well. had it not been there we would have had to take into 
b J 


consideration the cost of the leases and the cost of the 
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T. E. Burns. 
development work upon the leases, that is in the drilling 
of the well, that is the capital development, but that 
I have already submitted in another statement with 
respect to the costs of the wells, Sterling Pacific's 
3, 4, 5 and 6; this is made up on an entirely different 


pasis. 


(Page 7026 follows.) 
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So we oan understand in lieu of the development cost 
and in lieu of the value of the lease that you paid for 
originally that you introduced the item of depletion? 
Thgt ts correct. 
That is to balance the development cost? 
That is the amount alloved to us by the Dominion Income 
Tax Department. 
That is in reality an item of physical aa erepi en of 
the land? 
It is merely an allowance made to us by the Dominion 
Income Tax Branch. 

Are you called upon by the Standard Oil of New Jereey 
or the Imperial Oil to determine the cost of producing 
@ barrel of crude from year to year? 
No. 
So that you have no - you cannot give us any basis 
that they might use for arriving at such a figure? 
I know of no such basis. 
In. the books on eccounting procedures that were introduced 
earlier in this Inguiry, would there be anything in there 
that would give the Commission accountant any information 
as to how thet is arrived at by the Company? 
I know of no such source of information. 
“ould you say that the item of depletion on the basis of 
the Royalite's experience for the last 9 years of orude 
production would be greater than the ccst .f development 
costs, ineluding the costs of the leases? 
‘e have an item of .2,418,645-.14 and in order to properly 
answer your question I would have to look at the financial 
statement for the year ending élst December, 1929, and 


also look at the financial statement for the year ending 
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dlst December, 1930 to determine how much there had 

been spent in capital developments and leases or how 
much had been apportioned in the case of the acquisition 
of wells and properties for shares, then I would have 

to show - the financial statements would then shov how 
much we. hed apportioned as the book value of those 
assets. 

You are not at the present time in a position to give us 
any approximate estimate? 

No. 

ahis statement for 10 years from January lst, 1930 tn 
December Slst, 1928, is also figured on the same basis 
allowing depletion instead of development cost? 

Yes. It purports to split all the indirect expenses 
ineluding the allowance made by the Dominion Income Tax 
Department for depletion on the basis of gross income 

by departments. 

Now we have another item for reserve for Dominion Inseome 
Tax, $252, 338.497 

That is correct. 

Why is that an expense? 

Well it cannot be called capital develoment very well. 
No, but is it not a tax on profits? 

It is a tax on profits. 

So that until you have made a profit it certainly should 
not enter into an item of expense. The ordinary man on 
the street has to pay it out of his income after he has 
received it. He is not allowed to use it as an item of 
expense. why should it figure as an item of expense in 


your statement? 
Perhaps a corporation is somewhat different from the 
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ordinary man on the street. At least the basis of paying 
Income Tax and the basis of assessment is different, in 
many instances. The man on the street, there is a sliding 
seale of rates. The more income the more he cays. The 
corporation is limited by the Dominion Income Tax Branch 
to 15%. Ido not think they can be compared, the man on 
the street and the corporation. 

You do not think the burden of Government should fall 

On companies as well as on individuals? 

:@l1 I would not say that. I am saying the man on the 
street cannot be compared as far as Income Tax toa 
corporetion. 

Is it not the effect then of this item being tntrcdused 

as an expense to throw back on the general publics the 
Atem of Government support? 

It is not available for dividends to shareholders because 
it has to be paid to a Dominion Devartment. I will put 
it that way. 

“hen you make up your budgets covering your financial 
requirements from year to year ~ and vhen I say you I 
mean your Company, the Royalite - when it comes to develop- 
ment expenses or Tone development programme, you prepar®S 

a budget each year for the number of wells that you propose 


to dri Liy 
Yes, either the number of vells or the number of thousands 
of feet that we expect to drill in the Turner Valley, 

And you show whet your estimated cost of development or 
drilling those wells is going to be’ 


That is correct. 


And you also show the estimated production that you will 


derive from thst year's programme? 
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D Yes, we do. 

G And you also show that in so many months you will 
recover the cost of that programme? 

4 Noe 

Q Has it not been the general practice of your Gompany every 
year to say "“e will drill so many wells: It will cost us 
So much and we will recover that much money in so many 
months out of so many millions or hundreds of thousands 
of barrels of crude." 

A There have been years in which we said we would not do 


any drilling. 


£ 


“Ould you be in a position to supply this Commission with 

these statements? 

A I believe I have already submitted the budget for the year 
1939, haven't I? 

Gi Yes, but it does not include the pertinent information which 
is how long it will take you to recover that cost, so that 
you have then a basis for determining the cost of production? 

& Oh, it is not e very serious estimate that we make with 
respect to the anticipated recovery. I mean that is true 
that it is shown on these statements. For our ordinary 
operations we do make a calculation to show how much we 
are likely to recover in the year. But it is something that 
cannot be estimated accurately. There are many unknown 
factors. Tt is uncertain. ‘e make it very conservative. 

q Yes, we have heard quite a bit of evidence about all txe 

unknown factors, but the fact remains thet your budget 

must satisfy your superiors and to justify the investment? 

Kt must serve to give your superior officers that infor- 

mation in order to authorize the expenditures. So that 


you would not say it is just an offhand guess? 


v8 va tt ma eee eH whey 
| tea baw or os ‘Cao Ura iad 
WH a a8, a ; yore: geLimn Jacke Lebo 
ee ‘yo. due ale 
ae aan ‘Heute 6. pei : 
wh ra binow oy bl ey om doing ad Pane abd et 6" : 


a ais cot soabid obs: bead buchen, xodenss seh + ve ‘ 


He AOA Faciro%s! Freeh tcOdy wat hut: ton 4908 cy 
ant oe ese Fa > wovonren of oe oder - ibm At gaer, wok @f.~ 
rnb ot ic te | fas Sh a ; Ef Be fate. Pa ?}s ROE Sania B aout: ova, vot, iy 


ate he Peas Ms Ri 5 : . 
fd Rn, ain ge Fadd: staal sao owe ke bar rel By fon at, oh 4 iO a 
ad Bit).0 feAh aon To. 8N 18 Y OG tories ok: ap eat ‘o# sodgses 


yea Dae site Pom” ome she. eee, nosaWods ae 3 


oir ripe, ‘Wal 08m, GY ore lemtan cee. shim, ob “OW ano 


Sneath 


ni 


, pat sd S108 Bh t pot ,anousede AE. newquet’ oF ute | tt one a q 
coat "rien a4. ewan: . . «red 20008 botantine, yh ‘tonnes 
iob earn tA Vala 0... f wie alaeoay af or) “etotoet 


; 


+o evi & vai . 


mit coe teal enmepive to! tise ttup Beet, eves hat ber ne 
| re hate ie tom watosion test, acs fut daretoet slat vite 
— sowie Ge sity age Baa: po Laoag OX. stati os 
a wae eal WO, stg Shorten, 3 at | 


iva 


ey A bas 
io oxi ule of mebgo nih ; ie 


hte 


ae a i 


stigese=0 


ing 


T. 


A 


> Dp > © b& 


ES 


E. 


Burns. 
~7030— 


Well I would say it is an offhand guess. 

You have the past year's experience when it comes to the 
present year. For instance the 1938 budget, when you sub- 
mitted it was, the figures thqt were included in that 
budget were naturally based on your experience of 1937 
wers they not? 

No, I would not say that. 

In other words, you were not in a position in 1938 to go 
back over your books and say ".e drilled so many wells in 
1937 and we recovered so much crude ofl, and that has 
produced so much money." 

Yes, we were a2le to go to our books. ‘.e have all the 
informa tion. 

Was it not then on the basis of 1937, 1936, 1935 and so 
on, that you prepared your budget for 1938% | 
No. 

Which was submitted to your superior officers? 

No. 

Well the figures will speak for themselves will they not? 
You already have the budget, I believe. 

But besides this budget when you submitted the budget of 
So many wells, I think it was 11 wells or 10 wells, at 

a cost of <1,000,000.0. or something, either under or 
over “1,000,000.00, would you supply the Commission with 
the added information as to the expected recovery? In 
dollars and cents and in barrels, and the length of time 
your investment will be out? 

I do not believe that has ever been reduced to writing. 


We have disoussed it. i can recall that. But I do not 


reeall ever having--+--- 


You do not know of the existence of such statements? 
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No. 

This figure of .7876 is what this statement shows 

to be the cost of producing a barrel of crude for the 

year 1938 under this system of accounting? 

Under this system of splitting indirect expenses. 

Have you any other method in use in your Gompany to 

arrive at the cost of a barrel of crude? 

I have submitted another statement with respect to Sterling 
Pacific wells, 3, 4, 5 and 6, and in there I have projected 
the revenues and expenses into the future, as the statement 
will show. 

That is a made up statement. What I mean by that its it is 
not an operating statement that you have submitted, it is 
merely an estimate placing yourself on projeetions into 

the future as to what you believe according to that state- 
ment will be the cost. Is thet crrect? 

That is correct. - 

But in your Gompany's operations you have an operating 
account that will give you, according to the wey you keep 
your records, and according to splitting up depreciation 
in use in your accounting department, a cost figure? 

Yes, this statement has been prepared from the..... 

This is a statement that has been prepared, but would you 
have in your operating records the cost of producing a 


barrel of oil? 


No. we do not in our ordinary accounting, we do not split 


these indirect expenses. 


Where is that done in order to arrive at the book cost? 


It is not done. 
You mean it is not done by your Company. 


You are speaking now of the Royalite Oil Company I presume? 
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Burns. 
Yes? 
This statement is headed Royalite Oil Company. That is 
not done by the Royalite. 
So we would have to go to the parent Company in order 
to find the operating cost of producing a barrel of orude? 
I-have no knowledge of any such operating cost. I doubt 
if there is any such statement. 
Why do you doubt so? 
I think I would have heard of it if there had been one. 
You would have heard of it? 
I think I would have. I have never heard of-one. 
You would thihk the refinery or the sales department 
would be interested in the cost of producing a barrel 
of crude, wouldn't they? 
I have no knowledge of it. 
You have not heard Mr. McGrath tell us that orude had 
to compete, that is the price of crude and therefore 
the cost of producing crude had to compete with all other 
markets in order to be on an economic basis?*r 
While I did not hear him say it, if he did, I oannot see 
it has to do with the cost of producing crude oils in 
Turner Valley? 
You do not think it has anything to do with it? 
Prices set by competition are not necessarily prices as 
set by costs. 
Well, Mr.Burns, if the price was set by competition and 
not by costs, wherc would your Company end up in the long 
run’ 
I do not know. 
You do not know‘ 
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That is not within your province to determine? 
No. 
The officers of the other Gompanies, that is their duty, 
I presume, to do that? So th: t is the reason why you 
are not interested in the cost, in getting the true 
cost of producing a barrel of crude? Zs that right or 
wrong? 

A I do not understand your question. I would be concerned 


with it now. I have gone over it and prepured these 
statements now, and here I have two more. I am concerned 
to that extent. 

C Are not the statements prepared with a view of justifying 
the cost? 

A No. These statements “ill tie in to the published financial 
statements of the Company. This statement here for the 9 
yeurs can be reconciled with the audited financial statements. 
This for the year 1938 might alsc be reconciled. There is 


@ reconciliation there on Page 3d. 


But, Mr. Brns, we spent weeks going through that financial 


ED 


statement and the auditors of your Company were not able 
to definitely make the split-up of the total opereting 
expenses of the Company and were compelled, due to circoum- 
stances, to make some sort of an estimate. Now if thst is 
so, if your Company does not make a split-up except on 
some arbitrary basis, and only for the purposes of reoon- 
Ciliation with your financial statements, what scientific 
basis is there or how close is this statement to the 
truth? . 

I have never said it was either scientific or the truth. 
I vas asked to prepare it and I have done so. Mr. Larsen, 


the auditor for the Gommission, steted he would not subseribe 
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to this method of computation. In previous evidence, 
dealing with the pipe line phase of the matter, I have 
seid it was only prepared to give us an idea as to the 
evaluation of the cost of producing crude oil, inasmuch 
as we are ob'iged tc show on the financial statements 

of the Company inventories of the produets and the 

price &t cost °F market, whichever is lover. By these 
statements we show cost to be lower and we have so 
reported it in the financial statements. But the ateues 
ments are only annual as I have said before, and do not 
take into consideration development costs or there are 
many imperfections. I canno%s say. The splits have been 
made on the basis of sross revenue and taking for an 
example wells operating expense ,265,515.28. Under 

this basis we show 164,986.95 applicable to crude ofl , 
only ,6,473.79 applicable to crude naphtha, and .94,084.64 
applicable to the production of natural gas. I do not 
know whether thet is the actuel amount of wells operating 
expenses or not, but it is at least a basis for splitting 
it, and the statement is merely as it shows, it splits.... 


That is in this statement here? 


It splits the indirect expenses on the basis of income by 
departments. 

I notice the comparative smallness of one item of the 
expense, applicable to the gas production. Is thzt figure 
related to the split-up that you told us is on the basis 
of gross revenue? 

eat figure is thatr 


"412 you read them figures agcin you mentioned a little 


while ago? 


With regard to wells' operating expense? 
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Burns. 


On whet page is that? 

On Page 2. For the year 1938 this statement purports 

to split (94,054.54 to the gas business of the Company, 
the natural gas business. On sales and opera ting 
expenses. 

This is the gas split-up and this is the naphtha and this 
is the crude oil? 

Yes, on the basis of revenue. 

So that is the split-up on the basis of revenue? 

That is correct. 

Can you tell us what the effect of low allowable figures 
as set by the Conservation Board in Turner Valley is on 
your operating cost with respect to your wells for the 
past winter’ 

No, I have not prewred any information on that. I have 
never prepared it. 

The expense being more or less fixed, labour and operating 
expenses being more or less fixed, the gost, the operating 
cost of producing a barrel of oil on a field allowable of 
10,000 would be considerably gre: ter than under a field 
allowable of 22,500 barrels would it not‘ 

Gener=lly speaking, I believe it would. There may, 
havever, be some methods of effecting economies such as 
the combined operation of several wells. 

That is what Il am coming to. Your Company, due to the fact 
4t has a certain number of wells of its own, and a certain 
number of wells which it manages for others, and a certain 
number of wells in which it owns an interest more or less, 


is able to effect considerable economies when circumstances 


warrant it? 


Yes, it is able to do SO. 
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G And that places your Company and the wells that you 
operate for others in a favourable position as against 


the independent with one well or two wells? 


A Oh no. They can do the same. 
e They can do the same? 
4 Yes. One ere could look after the wells of two companies, 


if they wanted to get together. They can effect those 
economies. 

G How many wells are there in Turner Valley that are in 
that position thet they could combine their operations 
and effect economies? If we take into consideration 
all the wells th=t you have under contract and operate 


for others? 


A I cannot say. 

Q There are not very many? 

A I haven't any idea. 

6 So that when the allowable is down to 10,000 barrels your 
Company is still able to maintain a reasonable low oper’: ting 
Cost and the independent producer thst is managing his own 
well is, as the evidence has been produced here, in the 
difficult position of having excessively high operating 
costs? 

ys) ~t do not subscribe to that opinion. 

Q You: don’ tt 

4 No. 

G Is not that one of the factors that you as part of your 


Company do not create when you set marketing figures or 


give marketing figures to the Conservation Board that 


cause a low allowable? 


4 + do not know about that. I have never set any figures, 


C You are secretary - how is the market, the available 
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market passed on to your Company? 

I believe the refineries make a nomination and say how 
much crude oil they want. 

Mr. Moore at the Imperial Refinery makes the nomination 
to the Conservation Board? 

L believe so. 

Is it not after consultation with the Royalite Oil 
Gompany? — 

I think it is. But I have no knowledge of such oonver- 
sations. 

That is probably not within your province? 

That is correct. 

So thet if there were a pre-arranged balancing between 
the consumption of all other companies and if the 
Imperial felt that the balance caused a figure of 10,000 
barrels to be set as the allowable, would give the average 
well, that is the independent, high operating costs, would 
you think that would be beneficial to the Royalite and 
to the Imperial and to The Standard Oil of New Jersey? 


ide mot. Know. 


Would you dispute that it is a fact at the present time 


in Turner Valley: 


I do not know. I do not really understand your question, 
Mir. Plotkins. 

Is that really above your knowledge of the business? 

Vell I-do not understand your question. It was a rather 
involved one. 

Well, we will say that in order to bring down a certein 
number of wells where we know the fast is, we Know that 


the independent wells, the figures are available from 
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the Conservation Board as to their potential, we know 
the daily allowable. That would be absorbed in the 
percentage of potential. You follow me so far, in 
Turner Valley? 


We get the allowable from the Gonservation Board, is 


«that what you meen? 


Yes. Now let us start at the beginning. You know as 

the Roualite Oil Company and as a pipe line carrier, 
that you have refused to take oil over and above the 
allowable, you know thet? | 
Yes. 

And that is according to your views perfectly legitimate. 
Mow that allowable was comnunicated to you by the Gonser- 
vation Board? 


It is communicated to every one. It is a published order. 


(Go to Page 17039). 
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Q The potential of eash well is not a secret? 
No. 

Q You are able to look up the records and find out what the 
well can produce? 

A Our own wells? 

Q Anybody's welis? 

MRe FRAWLEY: Well the allowables are pub-+ 
lished? 

A The allowables are published. 

MR. PLOTKINS ; And the potentials are pubd- 
lished? 

A I cannot say whether we might be able to go and get the 
allowables for other wells. 

Q MR- FRAWLEY: You mean the potentials on 
Other wells? 

A The potentials on other wells. 

Q MR. PLOTIINS: They are published and they 
are on file at the Conservation Board, they are publis, 
according. to the Act they are public property, according 

to the Aot I mean, aud they are certainly available to your 
company? 
A Oh I have no knowledge of it. 


You have no knowledge, you do not keep on hand at the of~ 
fices of the Rovyalite at all a complete list of all the 

wells He are Arilled or dzvilling in Turner Valley and 

with respect to the drilled wells, you do not keep an aae 
curate check on she potentials and allowables from time to 
time? 

I do not keep it, I have a list as set out and published by the 


Conservation Board giving the allowable daily withdrawal of 
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ra 
each Grude oil Well and that is az mueh ap t khow about it. 

Q Has anyone else in your company, is there anyone whose duty 
it 18 to collect that information, to supply. to the superior 
officers? 

t have no knowledge of that. 

Q You have absolutely nothing to do in connection with that, 
with the setting of a balance ticket between what all the 
reat of the industry can use and what figures you supply as 
the requirements of the Imperial 011 to the Conservation 
Board? 

A No, I have nothing to do with that, I have not done it in any 
event. 

Q Wells which you are interested in, they are a large number, 
that you have a financial interest in, that are not owned by 


the Royalite Oil Company? 


A Offhand I do not know the number of wells which we have. 

Q But there are quite a few, there is more than two or threat 

4 Oh yes. 

Q You as secretary of the company I assume have charge of the 
rscords that show how much money you have invested or have 
ceming from each of these wells? 

A Yes. 

Q And the method of repayment? 

A That is correct. 

Q There is periodically a list supplied to your head office or 
at least to the other companies? 

A Yes, we send down a list to the Imperial Oil. 

Q Pardon me, that discloses the true situation between your 


company and these different so-called independent companies, 


I mean the true financial situation? 
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Q It doesn't show how much money you have invested or how 
much money you have agreed on as your share and the method 
of repayment and the amount that has been repaid from time 

-to time and what your present interest in that property is? 

4 No, not a combined etatement of everything, it couldn't be 
prepared. 

Q No, but I mean you have a list, such and such a well we have 
originally $150,000 invested by virtue of having drilled the 
well or some money advanced or for some other reason? 

Yes. 

Q Then you say that at the present time there has been s0 much 
repaid and the balance dus? 

A Yes, there is a trial belance and we have a receivable account 
in the trial balance which will show how much money was coming. 

Q Would it be possible from your vecords or do you keep those 
records here, to supply the Commission with the information, 
the pertinent information for each well, the amount of money 
you invested and how it came to be invested and how it is re 
payable, what your intersst , operating intevest- in that well 
468 ané whether you actually control the well, the operations 
of thewell, in other words, back each company’s financtal 
record with a contract, apart from the production contract, as 
to show the true relationship between each company and the 


Royalite, you would be able to prepare that? 


No. not to show the true relation, that couldn't be prepared. 
$ 


The true financial relations? 
Tt would mean another estimate, I can estimate, yes. 
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undertook to drill a well for the proprietor? 

Yes. 

For a definite sum? 

that is true. 

There was nothing indefinite about the amount you were to 
receive insofar as remunerating yourselves for the coat of 
Grilling that well? 

No. 

Now there is nothing indefinite as to the amount that is ap~ 
plied to the credit of that expenditure by the revenue der- 
ived from the production of crude oil from that well? 
Correct. 

Po that you can apply the revenue to the production or to the 
cost of drilling that well that you charged up against the 
owner, that is correct is it not? 

Yes. 

The only thing which is indefinite in connection with the 
history of that particular well is that your interest that 
you receive is a bonus which in this case if I remember is 
60% of the total production, less the royalties, that is in- 


definite because you do not know how much that well will 


produce and therefore you do not know the ultimate profit 


out of that particular operation, that is correct is it not? 


YeBeo 
But there is nothing indefinite as to the operating agreement 


between you and that company, which gives you absolute control 
of that company for operating purposes? 
There is no company, it is a syndicate of individuals. 


& syndiciate of individuals? 
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Q Now in that cdse you have the operating of that well, I 
mean you have your own men, you give them orders, you 
handle that well to the best of your ability and knowledge 
as you see fit, that is correct is it not? 

That is correct. 

Q The owner, this syndicate have no say in the matter accord- 

ing to the contract which you have entered into with them 


as to the operating of that well? 


A I have not got the agreement here. 

Q But the fact that you receive 60% of the crudes+s— 

A After we get our money back. 

e, After you get your nioney back? 

A Yes. 

Q And that there are Government royalties of 10%, which leaves 
only 30% in the hands of the syndicate, well now that puts 
you in a positionwhere for all practical purposes it is 
equal to one cf your ow1i wells? 

A I think you are wrong in your calculation, you say only 30% 


to the syndicate. 


Q Beg Pardon? 


You are wrong in yous calculation when you say only 30%. 
Q Well it is 25 or 25%, whatever it is, but it showed that you 
had control of the operations of that well and the revenue of 


that well? 
There is no secret about that, we drilled the well, put up 


& 
all the money which was necessary to drill it and) bring it 
into production; equipped it for production and did every- 
thing which was nessssary- 
Q Yes. and there is nothing wrong with that, but that well hap- 
; ce 


pens to be & good sized well, I mean it is better than the 


42 
average well, is that not correct? 
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I have not the latest allowable here. 

Q From your knowledge would you not say it was above the 
average? 

A Yess 


Q So that even with a very low allowable that well is able to 
meet its expenses? 

To meet its expenses. 

Its operating expenses? 


Its operating expenses, yes. 


Oo > DD & 


But tht is not the fortunate position of a number of wells 
in Turner Valley that you have under your control, that is 
that you ar operating? 
A Crude oil wells? 
Q Yes, crude oil wells? 
4 I do not know of any that are unable to meet their operat 
ing expenses. 
Q I mean when the field allowable is down to 10,000 barrels, 
as long as that condition continues, do all your wells pro- 
duve enough to take care of operating expenses, and the debts, 
in other words, the accounts due as they beoome payable? 


A Oh that is different now, we are speaking of operating ex~ 


penses? 
Q Yes, I understand, I am sorry and I did not make myself quite 
clear? 
i Well I don't know. ‘ 
a) You don't know? 
4 No. 
Q But besides operating expenses the average individual well: 


has commitments to pay for casing, to pay for tankage, to 


pay royalties, which are not gvailable out of production to 
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take c -.re of current Operating expanses? 
I don't know. 
You don't know? 


No. 


& &- © & 


Who directs from Toronto or New York the direot operations 
of companies and independent wells under your company's 
operations, I mean there is someone that doméb Ani helps 
you to decide on how many wells to drill and how to opexate 
your wells, what companies might get into difficulties 
under certain conditions and direct you on the procedure 

to be adopted, is there no such man? 

A That would be a pretty broad general policy and that is a 
general policy that is discussed with tir. Ge He Smith, the 


Chairman of the Board of the koyalite Oil Company. 


Q Does Mr. G.-H. Smtth come here personally a number of times 
a year? 

A No. 

Q No, he is not able to direct the operations from time to time? 

A No. 

Q Except by long distance, but you have someone who must of 


necessity come closer to the fidd of operation to be able to 


direct them for Mr. Smith? 
Yes, representing him. 

Who is this? 

Oh I don't know. 

Maybe more than one? 

Yes. 


Who are they? 
Well there was a name that was much nentioned in the news- 
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papers here, he comes here at certain times of the year, 
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Mr. Bimel. 
Q Yes, what is his position in the Royalite Oil Company? 
ny I suppose he is the representative of Mir. Ge He Smith. 


Q lie has no official position with the koyalite O41 Come 


pany? 

A lio » 

Q What is his position in the Imperial Oil Company? 

A I don't know. 

Q Yor don't know? 

A No. 

Q what does he claim to be when he presents himself to you 
and gives you directions? 

A He claims to be a production expert, good gas plant man , 
ahd he is, 

Q 50 that zir. Bimel is the connecting link between iir. Smith 


and your office in matters of production? 

A In matters of production, yes. 

Q And he is the man that helps to convey to your organization 
the policy that they wish your company to adopt in natters 


of production? 


A Oh I cannot say that, I do not know, he comes here and matters 


are discussed with him, speaking on behalf of G. H- Smith and 


there are others who come. 


who are the others who come, in the matter of production, hLir. 


Q 
Burns? 

A Yes, Mre Be. A» lieyers sometimes comes, particularly however 
with *eference to drilling. 

Q You mean with reference to the technical end of drilling? 
Yes, and other oil field practices. 

Q But he has nothing to do with the general financial arrange~ 


ments in respect of production? 
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A Oh NOs 
Q ir. Bimel is the man? 
Oh I don't know that hirs Bimel has anything to do with 
géneral finances, it is merely operations, he is an ex 
pert in those matters, gas plants ana pipeline sil field 
practices. 
Q Well when he comes here is his work mostly with your de 
partment or is it mostly with the management, that is with 
Mrs MeLeod's department? 
Oh mostly with Mr. licLeod, yes, and he goes to the field. 
And passes on various projects? | 
Well advises. 
Advises, yes? 


Yes. 


Actually as a matter of fact iir. Bimel, being the representq 


Go - Db > DP & 


ative of Mr. Smith, does definitely decide, after consulta- 
tion with Mr. Smith, in matters where it if necessary? 

A Oh I would not say that either, he makes suggestions. 

Q Are his suggestions likely to be carried out? 

A Oh I don't know, I would have to know about some specific 
Case. 

Q With regard to taking over a well in Turner Valley under 
certain conditions, in other words a deal is offered to you, 
your office, and your company gets all the ground work and 
all the information reduced to writing and the circumstances 
surrounding the deal in every respect and then you make a 
recommendation to your superior officers in respect of what 
you think or on what basis you would be prepared to recommend 
this particular deal, would Mr. Bimel then come in and pass on 


4+ and take that into consideration before you would finally 
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get an "5.k." from Toronto? 

Oh it might be others, 

Others? 

Yes. There might be Dr. 0. B. Hopkins, he may have some~ 
thing to say about it, speaking now from the point of the 
Imperial Oi1, he might be able to recommenda a property 
from the geological standpoint or make Suggestions to us. 
You mean in that particular case, that the various devart+ 
ments interested would pass on their particular aspect of 
the situation so that you would have experts' advice and 
knowledge of all ths physical facts? 

That is correct. 

But Mr. Bimel would pass on the intangible matter, the 
question of whether it is good business to do it or not to 
dor, Lt? 

Oh no, not necessarily. 

Who does that part of the work? 

Well it may be one of themor any one of them or it might be 
enother man again, Mr. R- Be LeSueur, who is the Vice~ 
President of the Royalite Oil Company. 

Mre LeSveur would be the superior officer to Mre Bimel? 
ir. LeSueur ig cn the Board of the Imperial O11 Limited and 
Vice-President » 

Is he a superior officer to Mr. Bimel? 


Oh I woulda not know but I presume that he is. 


Why are you 30 indefinite? 
Well all I know is that he is Vice-President of Imperial Oil 


Limited and Imperial O11 Limited controls another company, 


the International Petroleume Limited, and the other names I 


have mentioned, namely Mr> Bimel and re Meyers and Dr. Hopkins, 
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LL 
those men are all directors of the International Pet- 
roleums Company. 

Q S50 that you are not quite sure as to the representative 
positions of Mr. Bimel and tur. LeSueur? 

A No. 
MiRe FRAWL3Y: Lire LeSueur is Vice-President 
of International Pete and kir. Bimel is a’ director. 

Q Re PLOTIINS: A director? 

A Yes» 

Q Well if IT suggest to you, Mr. Burns, that lire Bimel handles 


the business end, reconciles the business interests of the 
various operating companies, with respect to any matter in 
which you might in the Royalite Oil Company, might be in- 
terested ,in Turner Valley, would you say that is the fact? 

A Neos © would say--=~< 

Q Or would you know? 

A I would say that he alone does not make any decision affect~ 
ing these companies; any of these gentlemen whose names I 
have mentioned, they may suggest to the company what in its 


best interests should be done. 


Q Yes but, Mr. Burns, in your organization, efficient as it is, 
certain individuals axe assigned to certain specific duties 
and Wir. Bimel, while he may take the advice of Mr. LeSueur or 
he may ask the advice of a dozen individuals, so as to help 
him in his own duty, is it not the fact that in the last 
analysis he is the max that directs the business policy? 


Who Le’ this? 
Mr. Bimmel? 


Ogene oho} it ts’ not the fact- 
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Tt is not correct? 
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No, no, his experience ig mainly along practical lines of 
the operations, the Operation of an oil field. 

The operation of an o1l field as ag operating unit, you mean 
the technical ena? 

The technical end, yes. 

Does Mr. Hill heave anything to do, or does he come out here 
perindically in connection with the operations of your sah 
pany in Turner Valley? 

Which Mr. Hill? 

Of Ford, Be ooheead Davis? 

He is not connested with the company. 

Does he in any capacity at all make periodical visits here and 
help you direct operations in Turner Valley or elsewhere in 
Western Canada? 

No. 

Zn connection with Bae of your operations? 

None. 

He is simply a consulting engineer that you have brought out 


bere for the purposes of making certain valuations in con-~ 


nection with the pipeline? 


That is correct. 


Does he do that work to your knowledge for other companies 


of the Standard Oil group? 


I have no knowledge. 
dre you in a position to give us the cost of producing a 


barrel of casinghead through your absorption tank in the 
Valley as distinet from Turner Valley Naphtha ,that is 


Beparator naphtha? | 
Phis statemert would show thet IE believe, based on this method. 


Yes? 
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It shows thet for the year 1938 the cost waa 2.0279 cents. 

Q WWRe FRAWLEY; | A little over 5 cents a gal-+ 
SO? 

A Yes, in the year 1938 however a good many of the company's 
wells located in the €as-cap area were closed in with a 
resulting decrease in the amount of natural gas processed 
in the natural gasoline plant of the company, for the nine 
year period the cost is 1.6710 cents. 

TH CHAIRMAN: Per barrel? 

Per barrel, that is for the nine year period on statement 
number @. 

MKke FRAJLGY: Which sheet? 

On Exhibit 256 but in that connection I should perhaps say 
that the absorption plants were not in operation, for the 
full period of that time; the Number 1 plant comrienced op- 
erations in, I believe it was in April of 1933. 

Q luR« PLOTKINS: Now it is correct to say then 
that owing to the reduced production of gas, natural gas 
available for processing through the plant, the cost of pro- 
ducing a gallon of absorption gasoline has gone up? 

A That would appear to be true from this statement, yes. 

Q Now the situation at the present time in Turner Valley is 


such, in respect of the number of plants which you now have 


in operation? 
A we have two plants in operation. 

You operate them BA at the preaent time, is that correct? 

Yes, when I say two plants I refer to the two natural gas- 
oline plants or as they are commonly called "absorption plarts"; 


they use the absorption method of processing natural gas. 


Are they both at the eresent time processing gas? 
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That is correct. 
Q They have both been processing gas right along the last six 
Or eight months? 
Yes. 
At no time was any one of them closed up? 
No. Well not for any long time I believe, one of them is 
down now for inspection. 
ZI don't mean that? 
No. 
Q when the Board considerably reduced its allowable quota for 
gas to be produced, did your company not combine the two 
plants'operations to one for the purposes of cutting costs? 
No. 
20u did not? 


No. 


What was the percentage of capacity then under those sondi- 


fH & GS & 


tions which your plant can operate at, in other words before 
the drastic reduction of gas allowable your plants were able 
to allow a percentage of perhaps 70 or 80% of full capacity, 
what is the capacity of your plant? 

A The number 1 plant has a rated capacity of 115,000,000 per 
day, 115,000,000 cubic feet of natural gas per day. 

Q Yes? 
And the numter £ plant has a capacity of approximately 

60,000,000 cubic feet per day- 

Have you in this statement for the year 1988 the total re- 

covery of absorption gasoline? 

NO. 

You have not? 


No The revenue received frem the sale of it is there and 
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Shown as $636,477.66; that is the gross revenue obtained 
from the sale of absorption naphtha from the two plants. 
And that is the average price per barrel that was received 
rorriG? 

I have not that information right now but I believe it is 
available from some of the exhibits. 

MRe FRAWLEY: | The posted field prise? 

It is the field price, yes, the posted field price. 

MR. PLOTAINS: That would be the basis for 
arriving at the revenue, the posted field price? 

Yes. 

22 pounds? 

well there were various changes, we made a 16 pound product 
there for awhile. 

MR. FRAWLEY: There are only two quoted in 
the present posted field prices, 17 pounds, 42.08 a barrel; 
20 pounds, $1.94 per barrel. I have somewhere a statement 
that the Imperial gave me showing over the course of the last 


few years the variations in the postings and the reasons for 


them, I can get that. 
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MR. PLOTKINS: You are not in a position to 
give us the averaze throughput for each plant of gas 
No, I have no information on thst here. 

“ould you be able to express an approximate figure =s to 
the percentage of capacity* 

No, I have no information. 

You do not know whether they operated at 5Cj or 70% 

or 80% 

No. 

Do you make it your business to know how much gas is 
available to the other plant for processing? 

No, I have not done so. The allowable is published by 
the Petroleum and Natural Gas Conservation Board, and 
iS public information. I could determine it easily 

if i was interested. 

Does your Company endeavour to arrive at the cost of 
producing a gallon of absorption gas in the competitive 


plants? 


I have never been asked for it and I have not done So. 


Is that in another department of your Company’ 


-I do not think we have ever done anything about it. [It 


Gould be ascertained. ‘i.@ would, of gourse, be obliged 
to ask these companies operating in order to determine 
what the unit cost would be. 

Under a given condition’ 

Under a given conditions 

So that it is readily available to your Company? 

No, it is not. 

The Royalite or some other company, aS to what the cost, 


within very close limits, would be under certsin conditions 


of allowables in Turner Valley? 
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A No, it is not. I woukd feel very diffident about asking 
other operators how much their operating costs were. I 


do not think I would do it. 


What I am asking you now, that is not the way we proceed 


LY 


about it in the oil business, you are able to yourself, 
knowing the capacity of the plant, knowing the number of 
men it takes to run that particular plant and knowing the 
gas allowable that is set by the Conservation Board, you 
are then able to,veing that the opereting conditions 
are Similar to your own plant, then able to determine 
without asking ee anything about it, most likely, v hat 
the cost will be to them of producing a gallon of absorption 
gas as ageinst your cost? 

4 Well I have not done it nor I have no knowledge of it having 
been done. 


Your Company, that is the Royalite Company, is not called 


Qa 


upon to do any of these calculations? 

No. 

Thet is all, thanks. 

Hes cRRA’ LEY: Mr. Burns, Mr.Plotkins wes asking 


R> cD) > 


you as to whether there was any relation between the cost 
of producing crude oil in Turner Valley and the posted 


field price. You said there was not any as far as you 


kn OW 
A As far as I know I have no knowlecge of it. 
C It is the Royalite only thet procuces erude oil in Turner 


Valley, I mean in the Imperial organization. No, maybe 


the North ‘est some sma]1 emount, but chiefly it is the 
noyalitet 


i The North ‘est Company has crude oil production at the 


present time. They did not have in previous years but it 
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has now. 

But the big producer of the Imperial organization is 
the Royalite? 

Thst is correct. 

The Royalite actually sells oil to the Imperial’? 

That is correct. 

It is paid for in cash? 

Faid for, yes. 

Paid for by the Imperial Oil? 

Paid for by the Imperial Oil. 

And you demand and receive, I presume, from the Imperial 
Oil, the posted field prices for the v-rious gravities 
of crude oil that are produced’? 

“e have not demanded thet in the lust few years. They 
have been posted and published, yes. we do not demand 
them. The Imperial Oil has posted the prices. 

But you insist on-setting paid that posted price? 

Oh yes, of course. 

Lf ~you-saw a cheque come in for something less than the 
posted field price you would object? 

Oh yes, indeed. 

THS CHAIRMAN: Do you mean to say the Imperial 
posted the field price: 

The Impezial Oil Limited has posted the field price in 
recent years, yes sir. 

Ml WR TYBEY: “That is the Royalite Oil 
Company does not post any prices? 


That is correct. 


The Imperial Oil Limited presumebly is the purchaser, 


the largest purchaser of cruce oil and posts the priae? 


That is correct. 
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Q And they have, so fer as you know, no eroanaeig of 
their own in Turner Valley? They produce no crude oil 
in Turner Valley? 

A The Imperial Cil Limited? 

q The Imperiel Oil Limited? 

A Not of their own. They have no production that I have 


any knowledge of. I do not believe there is any. 


&> 


Now the Imperial Oil also posts a price for absurption 
gasoline? 
A That is correct. 


Now I would like you to explain that. It perhaps should 


pcs 


be brought to the notice of the Commission. In the 
National Petroleum News, and therefore also in other 
trades journals, there is a section devoted to the 
prices that are posted throughout the United States and 
Canada for both crude and refined produsts, petroleum 
products? 


4 That is correct. 


I find, in speaking of Exhibit "145", which is the National 


#D 


Petroleum News for the 25th of January, 19y9,there are 
various tank waggon markets posted and refinery tank car 
markets on refined products. And just to make the picture 
a Little more complete, tank waggon markets for Canada 

are shown on Page 39 of this Exhibit in the section 
entitled "Tank “aggon Markets". They are for Canada, 
prices Imperial Oil Limited. Those are the prices of 


gasoline and refined petroleum products? 


& Yes. 
THE CHAIRMAN: “hat number is that dxhibit? 
MR. FR3WLSY: ; Number 145. 


q Then when we want to find the posted price on absorption 
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gasoline we find that in the section entitled "Crude Oil 
Markets" don't we? 

Yes. 

And it is listed immediately under the crude oil prices 
posted for Canadian fields by Imperial Oil Limited? 

Yes. 

Now why is that posted there along with crude oilt 

t suppose it is because it is a produot of an oil field. 
Might I suggest it is because it is a manufacturing product? 
Et is a product used in manufacturing? It is refinery 
material in other words? 

That is correct. 

It is refinery material as distinguished from the tank 
waggon markets I referreé to on #age 395 

Yes. 

Primarily, therefore, then the refinery material, it is 
neededin this section in any event, - I won't say needed 
but. I will say used in Alberta refineries along with 

erude oil for the manufecture of refined petroleum products? 
That is correct. 

And we find a third commodity posted on Page 42 of this 
Bxhibit, erude naphtha - So we find that the Imperial Oil 
posts in Turner Valley prices for crude oil, prices for 
erude naphtha and prices for absorption gasoline? 

That is correct. 

And would it be correct to say they are posted altogether 
because all three of them are regsrded for the purposes 

of this posting in gny event as refinery material? 


That is correct. 


Tre + OHATRMAN: + Is-there anything else bought by 


the Royalite than those three? 
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Burns. 
Me ost ho Lays Bought by? 
THt CHAIRMAN: The Royalite? You say it is 


the posted field price in respect of these three products 
that are used in the refinery: 

Mew Ri LY That are used in refineries, yes. 
THE CHA IRMAL: Anything else bought by any of 
these companies that there is any field price for and that 
somebody else posts, in Turner Valley‘ 

Nae FRAWELBY: Speaking for the Royalite, do you 
know of any other companies that post prices either for 
erude oil, crude naphtha or absorption gasoline? 

No. I presume however, that the British American Company 
would post their ovn prices. At least they are purchasing 
quite a considereble amount of crude oil in Turner Valley. 
And crude naphtha also? 

Crude naphtha also, yes. 

They are not purchasing any absorption gasoline: They 

make that themselves don't they? 

They make it themselves. 

They may also be purchasing it too for that matter’? 

THe CHATRMAN: Is there any other product, [ 
would Like .to..know, in, Turner, Valley, tbat .ones outvor 


the ground in Turner Valley that is not covered by these 


three names* 


There is natural gas. 
Ma. FRAWLEY: Yes, natural gas. Is there any 
posting of price for natural gas? 

No. 

Now perhaps we might just explore that. It might be useful. 


Natural gas is produced by the Roya ite Oil Company and is 


sold by the Royalite Oil Sompany? 
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That is correct. 

Chiefly to whom 

Chiefly to the Canadian Western Natural Gas, Light, Heat, 
& Power Company Limited. | 

That is not purchased by the Gas Company at a posted 
price-is 1t7 

No, it is purchased at an agreed upon price. 

A ecntract price? 

No, hardly a contract price. At the present time it is 
lower than the contract price. 

It is an agreed upon price? 

Yes. 

Those are the only petroleum products or products relating 
in any way to petroleum produced in Turner Valley, erude 
oil, crude naphtha, natural gas and absorption gasoline? 
Yes, that is correct. 

And the Imperial Oil Limited posts prices for orude oil, 
crude naphtha and absorption gasoline and the natural gas 
is disposed of under agreement? 

Yes, that is correct. It posts the prices at which the 
Royalite purchases. Personally I am not sure whether 

the British Ameriean posts their own prices or nots 

It is not the wsual thing, it is rather a departure from 
the usual if more than one purchaser posts a price? 

I cannot say as to that. I believe in the Mid~Gontinent 


field you will find there that the prices ars posted by 


several companies. 


That is quite true. Thet is true in the Mid-Gontinent, 


but speaking of Turner Valley, you have had some experience, 


Me. Burns, and is it not a fact when the British American 


BS 
* reat 
aA eed. Yaorw oF of xed 
Bante, Mee sae Be 
be ean, Ga P * : Ons ger A 
ae ee 
be oP % y o ‘ - * lb osttt ce 
TILK (Sey Deter el cre °C ot beh ad ), GST OF qitetda a 
ra , bettie 2 Asc OO. | oe ver a 
: “5 a aoe 
eraod she vegn ) Nh ORS - Deane FOL rr test y 
: pn Smt os ae 
bi dot ef, oot: *q “ 
* ate CAL ee ; : " Ms Rea Bier 
Ho! 5 he eae Deere vane on tt OF & 
bee 
ton bevy 3 to etinne 4 
- ; eee Re 5 Ae 
a ig why 5 - , 
$k pink it. (ae tae Pease o 6 8 ee on & 
re px ire a sk Oe iy . 
3 ne ) ee a re a 
ST AO aes em. Ga Dc rawos “ 
yoo Pig ody -Psetne) 1B. at a a 
i 
288. 4. 
A thy A Se, 
Bio, Sa Ot } Bo Pua T ae bar BAO ait Se oeod? 2 
Ly a + bet IS f : zy } 3 ; aus arabe 
PS. AO 7% Og | TO Lorr eg 00. Re yas at 
Se aod ‘ ve , y is ee ce ‘ re, an ~. 
E e e i ae ee 3 E 
rs ip Ae = , s <r ” Perky e me ae “e Bot; ay Bid. Bh ae i ito 
< oe ge, 
© ie 
oy Avon cA nee a LOD: 2. ved? a A 
ae Bt Oe 30'S « 
be PER an Le 
; “ pet Ae ee Coen 5 ee 
Bee ONEO. Ok ae cinch oetimhl £20, cetpegml ey Dae 
: De REST wt eee ais ie io “e gays ; 
, : “e a em Pe Vee ape : 2 
mit in , roltgtesde bas adiiigen ebuts 
cent 
Lae bt f 2 ; ao 
ae 'themestee webnn Td bezogeth at 
peed Cee +d ars 
gf eye , 
mis poe AY Ss Y gsteog C2 skesttes’s b a aie : | per & 
- Do 1 ee a eo - 
STRAP EAW oT LA . Oe t 4 »2SABnoww?, | of tevoa 
a4 Ge é try grat ' sox it { ¥ oh 
toh 0 aor nwo “tan? avedcy asertens data te ce Dy 
f by: Re eg a re Sian ia ty ‘ 
’ : y THIN P a pe eo P bs 
38, ae 4 Ua $ e | & ‘) p ‘TS ' » i Ms. LG re! . } ¢ ois Cha Fon & yi ? db 2 
; (Ae oe u ats: 
? ed os - 
jo PEO LI 8 Bea o Lor giotvtoy sto genh exam Tl Leveu eny 
. ; Er Z ¥ fa ‘ Pi ue ie 
nitaol=Bbiw Six Ce” tent.ot ae vee Fontes 1 & 
pt gage ‘ \ es) ace Wa r d 4 y +e - : 
ae oe f are. $e hf odh * “ ie a 
hai qt. eres sseiea ont Tae’ owen pratt 11 LW BOY oLetz 
oe Fs ay Ae 
Tate? Sh el LOOINI0 LBLOoVes 
( a ee hee r i. ee Pas 
; cals a ee rae ae | mere a hy + oT 
a Pid ae ~ ‘ © ole Li oa i Up Bl J 6ii 
ean P oy ; ; : , 
a “4 y, V2 eee iS >) mt ao 1 
te aes Pad eranisoy _(~eitey: wow? to etideegsa guc 
: ¥ ere “ % 
tome i hdaw cont a Ton yt, et bee ~eaty ig mo 
te ee ae omy an he 4 GMS oh 
Le | ‘ 
i ie pd 
Tar: . oon : j 
/~ sit hs ee ett : 7 
f Te) (E- a ¥ 4 
Oy fa UshG 
: ws ’ his 


t 


anne a * ¥ 


“24 Ga 
eee ie 


«HAC Re Ti 


1 es . 


are 


7 


] 


STON. Bt ed? 


T2 


-"061- 
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posts that you people do not post? 

B No, I cannot say as to that. I do not knows I do not 
know whether they post or not. 

G In any event that is the only - what we have been using 
hor our gn isencs here, gsxhibit "145", the National Petroleum 
News of the 25th of January, 1939, the only posting in 
Turner Valley is by the Imperial? 

& I would not say that. I think they have merely taken 
the Imperial's posting and qualified their posting by 
Saying this has been posted by the Imperial. 

Q The only postings at any rate in this magazine are the 
Imperial Oil postings? 

A Yes, as far as I knowl I have not gone through the 
magaZine. 

@ If there are any any place they are badly out of place, 
that is all. Absorption gasoline is manufactured in 
Turner Valley by, chiefly by three people? 

Bb ‘That is correct. 

q By the Royalite Oil Gompany in tvo plants, and by the 

British Americah Oil Company in one plant? 

That is right. 


And by Gas & O11 Products Limited in one plant? 


Yes. 


DD - pp .& 


Do you know if the processing procedure, if the manu- 
facturing procsdure is largely the same in all four 
plants? 

4 They all use the absorption method e 

Of getting out the natural gasoline. Is it now in any 


event, whatever it might have been, is it now exclusively 


used as refining material? 
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4 As far as I know. 

Q ‘ell take the Royalite O11 Gompany for instance? 

A We have in the past made Sales directly to individuals 
and sompanies. I believe that some of it might have been 
used as tractor fuel just as it was ootained from the 
Plant without further processing or refining. 

Q Of that there is no doubt, but I wonder if that still 
continues. At the present time you are the chief 
producers of it. Are you disposing of your entire output 
of absorption gasoline to the Impérial Oil Limited? 

4 &t the present time we are,yes. we have not had any calls 
for it» I do not know what the policy would be if we 
were to be asked to deliver it to a farmer or someone 
who came with his drums. 

Q You have no plant at Turner Valley near your office or 
any place else there where you now sell absnrption 
gasoline to the farm trade? 

A Yes, there is a tank very, quite olose to the office where 
Sales could be made from it. 

Q And they may be made from time to time? 

4 I do not think there has been any demand for some time. 

Q Then it oan go on record that you are turning your outrut 
over exclusively to the Imperial Oil Limited or are you? 

A ell 41t all goes into the line now. I believe that there 
may have been an exchange between the Imperial Oil Limited 
and the British American. That is some of the Royalite 
absorption naphtha might have gene into the British 
Smerioan plant because it all went through the same line. 
But that is, speaking generally, and I think I know what 


you mean, ysur statement is correct, 


That shaft of selling to the British Smerican, which would 
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be largely an exchange? 
4 An exchange ,yes. 


£) 


You are Selling exclusively your product to the Imperial 
Oil Limited? 
A That is correct. 


q Any other refiners that might have a need for it have not 
been able to be supplied by Royalite? 

A I know of no demand for it. 

G You know of no demand or request for this preduct of 


Rayalite by any other refinery? 

bs No. If there has been any I have no knowledge of it. 

Q And it is being sold to the Imperial Oil Limited at the 
prices which the Imperial Oil has posted. That is if it 
is 17 pound gasoline it is selling at, or you are getting 
$2.08 for it from the Imperial and if 1t-1e°20 pounds 
you are getting $1.94 for it? 

That is correct. 

If it is anything in between or anything other than the 
prices posted here there is some compareble figure being 
paid for it? 

A Now Lr it is ethene in between the 17 pound product 
and the 20 pound ecaivnn it takes the 17 pound price. 


If 1t is anything above 20 pounds it takes the © pound 


price. 


THE CHAIRMAN: What do you mean by 20 pounds? 


MR. FRA'MSY: It is called 26 pound Reid 

vapour pressure. A 20 pound vapour pressure produot, 

Q Can you give me some idea of what you are making and 
selling te the Imperial at the present time from both 


plants? 
S No, I have no up-to-date information on that at this time. 
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T3 RE. Burns. 


Iocan inform myself. ‘We have the daily runs thre. 

That is some thing tht could just as conveniehtly be 

dealt with under the heading of manufacturing, but I 

Suppose while you are here and you are th€ people who are 
making it and selling it, whether we treat it as purchased 

by them nr sold by you perhaps it does not make much dif- 
ference as long as we get it ints the reoord at some place. 
How much trouble would it be te take - well I am wondering 
now. I want it te te the most useful. There is no use of 

me throwing this in at this time when perhaps the people 

who are going to be advising me with respect to manufacturing 
costs would want it in a different way? 

I had hoped to obviate that by showing this cost of producing 
absorption naphtha in this statement. 

I will have a question or two about that. In any event you 
are now getting 32.08 and $1.94 and that averages, just 
taking it very roughly - of course I do not know what is prin- 
olpally being made there, do you know, 20 or 177 

Both classes were made in the year. 

THE CHAIRMAY: 82.08% “here are you reading from? 
@2e08 is the selling price quoted. 

Mz. FRAWLEY: gxhibit "255" the seeond page at the 


very bottom, the cost per barrel under the column Absorptisn 


Gasoline. 
THE CHAIRMAN: paeO2- 
MR. FRAYLIY: I am reading what they sell it for, 


the posted price. It looks as if you were very close, well, 
$2.08 and $1.94 is about what on an average? 

“¥e11 I would say generelly we made more 17 pound product 
than we made of the 20 pouna product. 


You are slightly under, averaging the two posted prices, 
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Ts. Be Burns. 
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your cost of production was slightly over whet you got 
for it, slightly over what you got for it if the average 
is anywhere near whst the correct figure is. That is 

of course on this particular basis. 

For thet year, yes. 

For thst year, and on this basis, on this revenue basis, 
to which exception has been taken, of which we have heard 
in the evidence. Has there been much yeriation in the - 
well this does not indicate it and perhaps you do not 
know whet variation there hes been in the posted prices 
of those products? 

No. I am sure it is indicated here in one of these 
exhibits though. 

You told us that you think that before Mr. Moore makes 
his nomination or advises the Conservation Board of the 
amount of crude that he wants for the sueceeding 30 

days, that he has some consultation with the. Royalite? 
Well now, for what yvurposes would there be any consultation 
with Royalite as to what ir. Mcore's crude needs would be? 
I canrot say as to that. Perhaps just a matter of co- 
operation. 

When he advises the Gonservation Board that he desires so 
much crude produced for his needs, he is well avare he is 
going to zet back some of the Royalite crude but he is 


also going to get a great deal of otlr people's crude. 


That is true? 

Yes. 

Suppose he was the only man who had a nomination and he 
said "I want 4000 barrels a day for the next 350 days", and 


he was the only person, he was the cne refiner in the field. 


He knows that means thet Royalite would be €ranted a certain 
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percentage of that 4000 barrels, the Brown interests 
would be and all other producers in the field? 

That is correct. 

Do you see ony connection between the two things, that the 
Royalite pzoduces crude oil, in Turner Valley with Mr. 
Moore's nomination to the Board? 

No. There would be no need for him to discuss it. 

No, he simply needs so much crude and if Royalite is ott 
a ee they are going to share in his 
nomination? 

ac 1S right. 

If Royalite was not a producer his nomination would 
necessarily have to be obtained from all other producers? 
moat LS corrects 

Ana you,think there is no point Tn...... 0. 

No, there is no need of him discussing it. But I mMve 
heard him discussing it and tht is why I said so. 

THE CHAIRMAN: I understand Mr. Burns, taking 
this statement Exhibit "256" on Page 2 thereof that 

the net result is that we find on this method of approach 
trat it cost .8411l cents to produce 6 barrel of crude 
and 1.78 erude napitha, 1-6710 absorption naphtha and 
~1210 having to do with what, pipe line costs? 

With pipe Line costs. 

Did I get the correct impression of what is intended to 
be conveyed here? 

That is correct. 

Per barrel? 


Per barrel, yes. In each case per barrel. 


And you are allowing how many gallons to the barrel? 


35 Imperiel gallons. 
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Q Mi. GOMMISSIONSE LIPSETT: Just tc get clear in my 


own head, Mr. Burns, in the split-up of these indirect 
expenses, take the depletion item as an example, is 
that split as to 44.5% to crude? 

A No. Now this is Exhibit "256"? 

Q PanoN 

A Yes, that is correct. The depletion is split on the 
basis of 44.5347% to crude oil. 

@ Aha so on all alcng that line for items marked Number 2 
in the brackets? 

A ina tis comrest. 

@ then an item such as this last item for reserve for Dominion 
Income Tax, $222,338.90, that is divided up as to 30.8860%? 


A That is correct. 


Dp) 


Of the total? 
A Dominion Income Tex is applicable over all income. That is 
to say it is applicable over the pipe line, but wescould 


not show that our pipe line had been depleted and thus we 


q Just on thst Income Tax, Mr. Burns. What do you sey about 
whet I understood ir. Plovkius was putting to you that that 
is not really an item in: costs, but that it would ordinarily 
mean an accition to your net profits out of which income 


Tax would have been paid? 


A Oh, it is a cost to the shareholders, to the man who receives 


Givinends. 


@ Tt is a cost to the shareholders, but it is not a cost to 


the Company is it? 
A Well the Company is looked on as being a Collection of 


shareholders, it is, Sir, in my submission. 


Q I just wanted to make sure that I had your view, Mr. Burns, 
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A Yes, 

Would the position be that the profits of the Company 
would be that figure shown on Statement 3, ¢$1,268,752.80 
plus this Income Tax and that then in paying the dividends 
they would deduct tmt Income Tax off the shareholders? 

A Ne, this is the profit of the Company for the year, 
$1,268, 752.80. 

Q Yes, but I am just asking your view as to whether really 
the profit is not that figure plus $232,338.00? 

A No. 

Q As far as the Company is concerned? 

A No. In my submission Income Tax is a separate consider- 
ation. The recipient shareholder of Royalite Oil Company 
must pay Incomelax on what he receives. 

Q On top of this? 

4 Oh yes. True it is he is allowed an allowance for 
depletion. In the case of the Royalite Qil Cumpany he 
4s allowed - I have forgotten - but I think it is 20% 
by the Dominion. 

Q HS is nllowse a further dedustion for depletion? 

Yes. Tr t is the man who receives a dollar in Royalite 
dividends pays Income Tax in whatever bracket he may find 
himself in on 8C cents of that. 

Q Over and above this Income Tax that you put in as the 
corporation tax? 

A Over and above the Income Tax which the Cempany has paid. 

@ Then is that figure of Income Tax, just to make it clear 


to me too, is that figure based on your net figure of 


$1,268,000.00 or is it based on the gross of the two 


figures? 
Well it would be quite a calculation to make here. Roughly 
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Speaking, it is on the gross of the two figures. 

And then having charged that you show the net figure on 
Statement 3? 

That is correct. Wee then there are many things which 
are not allowed by the Dominion Income Tax in the caleul- 
ation of depletion, which must be considered. That is 
interest on bonds. They do not allow a calculation of 
depletion in that. That might change it. Nor any gain 

on sales of capital assets or any capital losses. 

Now just one other question. Perhaps it might save you 
coming pare Lha t 44% for depletion is charged to the 
crude oil? 

Yes. 

And then the balance is split up among the naphtha wells 
and gas wells or between the gas wells and the naphtha 
and absorption plant? 

Well the balance is split on the basis of the Income # 
from the sal2 of products. 

I was rather thinking that depletion applied more to the 
gas wells and to the crude oil? 

In that case this stands its proper proportion. It would 
stand 25%, the gas well would. 

Yes, that somewhat bears out their criticism as to the 
statement if it puts depletion of the two plants, the 
nen oa Bvt and the absorption plant on this revenue 


basis? 


Yes. Of course, absorption gasoline is made from the 


natural gas which comes from thewell. 
But the depletion really is on the gas well and the crude 
well, I take it, pretty well? 


Depletion acom ding to this statement is on all products, 
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T. E. Burns. -7070- 
gas, absorption, crude naphtha and erude nil. 

G THe GHAIRMAN: I suppose you cannot tell 
us how many wells are leased directly from the Crown in 
respect of which you charge depletion? 

my No, I cannot say. 

q Mostly from the Crown or mostly sub-leases; or roughly 
what percentage, if you have any idea? 

A I have no idea. I could name off the wells and tell you 
whether it was located on a Crown lease or not. Beginning 
with " some of them are on C.P.R., lands; sume are on 
lands leased from the Calgary and Edmonton Corporation 
Limited; some are on lands leased from Security Assets 
Limited and some from the Crown. 

C It would be simple to make up a statement would itt 

A oss 
Tut CHAIRMAN: Is there anything more from 


Vr. Burns? 


Re FPRAWLSY: No, timt is all. 
THe CHAIRMAN: You should, perhaps, file 


that statement then, Mr. Burns, or Mr. Nolan may for yous 
There is no need to have Mr. Burns back on this present 


phase of the Inquiry, is that right? 


(At this stage the Hearing was adjourned until 10.30 A.M., 
Mey 17th, 1939). 
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